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The Growth of Marquette 


OVER 40 YEARS AGO the practice of giving our correspondent 
banks and customers the best banking service became a 
tradition with the Marquette National Bank of Minneapolis. 





On June 20th, 1955, we were forced to expand and 
move from our old location at 517 Marquette to our 
present new and modern Bank Building at Seventh 
and Marquette. 





During the past six years, the Marquette Bank has 
forged ahead to a position of prominence among the 
nation’s high ranking commercial banks. 


SIX YEAR PROGRESS REPORT 
(JUNE 1955 to JUNE 1961) 


DEMAND DEPOSITS. ... 45.88% GAIN 


Today, with increased capital at $1,750,000 and Sur- TIME DEPOSITS 100.79% GAIN 
plus at $1,750,000, Marquette has acquired a larger 53.66% GAIN 
legal loaning limit enabling it to render a greater Mane — 
service to its correspondent bankers and clients, many SURPLUS 75.00% GAIN 


of whose financial needs are constantly increasing. UNDIVIDED PROFITS 
AND RESERVE .. . 128.37% GAIN 


We wish to thank our correspondent banks, custom- A Bank Built 

ers and friends for their constant loyal support and on Service, 
patronage and assure all of a continuation of the same Never Stands Still! 
individualized services that have been responsible, in 
a large measure, toward the progressive growth and 
success of the Marquette National Bank. 








CARL R. POHLAD 
President 
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Aldrich Hall is an air-conditioned 

* building on the campus of the Har- 

| Editorial Offic vard University Graduate School of 

tre, Minnesote Business Administration, and it is 

e also the scene of class sessions at the 

HOWARD BELL IBA-sponsored Seminar for Senior 

Editor and Publisher Bank Officers. The fourth annual ses- 

BILL McDONALD sion of the Seminar will be August 20 
A te Editor to September 1. Story on page 2. 
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The Third Annual Seminar for Sen- 
ior Bank Officers—the only banking 
school designed exclusively for the 
top executive officers of banks—will 
get underway at Harvard Univer- 
sity August 20 with 62 bankers from 
25 states in attendance. The sessions 
last until September 1. 

This year’s seminar, conducted by 
The Institute for Financial Manage- 
ment and sponsored by The Inde- 
pendent Bankers Association, will 
see some curriculum changes and 
new material added, officials said. 

Dr. Charles M. Williams, profes- 
sor at the Harvard Graduate School 
of Business Administration, is di- 
rector of the Seminar. 

Other faculty members are Ken- 
neth R. Andrews, professor of busi- 
ness administration, and Dr. War- 
ren Law, associate professor, both 
of the Harvard Business School. Gor- 
don Marshall is seminar adminis- 
trator. 

Bankers attending the Seminar are 
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SEMINAR 
TIME... 


from every corner of the United 
States. Geographical distribution 
shows 3 from the Northeastern 
states, 16 from the South, 33 from 
the Midwest, 7 from the West and 3 
from the Middle Atlantic states. 

Twenty are bank presidents, 14 
are executive vice presidents, 2] are 
vice presidents and 7 hold some 
other position. 

In age, 15 are 39 or under; 17 
are in the 40-45 group; 14 are in 
the 46-50 group; 15 are in the 51- 
60 group and one banker is in the 
over 60 group. 

The Seminar draws upon the ex- 
perience of all participants through 
the use of “can sessions.” At these 
highly informal, shirt-sleeve gather- 
ings, participants exchange ideas 
about problems involved in specific 
cases being discussed. One role of 
the “can group” is to prepare a 
suggested solution of a case for sub- 
mission to the entire Seminar the 
following day. 





IBA-sponsored event to give 
two weeks of unique training 


Areas covered by the seminar in- 
clude: 
@ Relationships with directors. 
@ Responsibilities for management 
development, evaluation and succes- 
sion. 
@ Public relations and communica- 
tions skiils. 
@ Effective investment policies and 
techniques. 
@ Dividend policy and relations with 
stockholders. 
@ Appraising the need for capital 
funds and raising needed capital. 
®@ Coping with fluctuations in the 
money markets. _- 
@ Competing for deposit funds. 
@ Building and retaining an effec- 
tive management team. ; 
@ Strengthening the long-run effec- 
tiveness of independent banks. 
During the Seminar, participants 
are housed in comfortable facilities 
at the Harvard Business School. 
Each man has his own sleeping 
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. It’s “back to school” for 
‘ bankers as the 1961 Seminar 
for Senior Bank officers gets 
underway on the campus of 

the Harvard University Graduate 
School of Business Adminis- 

tration. The Seminar is 

sponsored by The Independent 
Bankers Association and is 

conducted by The Institute for 
Financial Management. Professor 
Leonard Marks, Jr., (right) is 

shown conducting a classroom 
discussion during last year’s 
Seminar. 





room, and shares a_living-study 
room with a fellow banker. 

The Seminar is scheduled so a 
free weekend is available for visits 
to some of the historic and scenic 
places in New England. 

The Seminar for Senior Bank Of- 
ficers was begun as the result of an 
intensive study of bank problems by 
a special committee of The Inde- 
pendent Bankers Association. 

This study convinced the commit- 
tee of the need for a school to 
help top officers of independent 
banks meet the heavy responsibilities 
placed upon them. Recognition of 
this need resulted in organization of 
The Institute for Financial Manage- 
ment, a non-profit organization. The 
first session was held in 1958. 

Following is the list of Seminar 
registrants: 


ALABAMA 


Edward H. Haslam, The Commercial 
National Bank of Anniston, Annis- 
ton. 

Robert R. Pope, Bank of Heflin, Hef- 
lin, 

C. Logan Taylor, The First State 
Bank of Oxford, Oxford. 

ARKANSAS 

Roy L. Baker, Jr., The Security Bank, 

Harrison. 
CALIFORNIA 

Arthur L. Anderson, San Diego Trust 

& Savings Bank, San Diego. 
COLORADO 
Herbert L. Bacon, United States Bank 
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of Grand Junction, Grand Junction. 
George B. McKinley, First National 
Bank in Glenwood, Glenwood 
Springs. 
FLORIDA 
Robert O. Lyell, Jr., National Bank 


of Commerce, Miami. 





Frank H. Moody, The Hillsboro Bank, 
Plant City. 


GEORGIA 
Thomas H. Milner, Jr., The National 
Bank of Athens, Athens. 
Charles B. Presley, Georgia Railroad 
Bank & Trust Company, Augusta. 





PLANNING A NEW BANK? 





Use St. Paul’s service 


AVAILABLE WITHOUT EXTRA COST, the St. Paul 
offers banks a special service as a plus factor in our 
Bankers Blanket Bond Policy. Many banks, large and 
small, consult with the St. Paul about the design and 
construction of protective equipment; we regularly assist 
banks in developing safeguards to handle currency. Just 
one more reason why most Upper Midwest banks carry 
St. Paul’s Bankers Blanket Bond coverage. 





For more information 
call your 
St. Paul Agent today 


RE 
. ¢ ang Ne 







HOME OFFICE: 
385 Washington St. 
St. Paul, Minn. 
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ILLINOIS 


Harry Benaron, The Exchange Na- 
tional Bank of Chicago, Chicago. 

Milton F. Darr, Jr., La Salle National 
Bank, Chicago. 

Anthony L. Fiorda, Devon North 
Town State Bank, Chicago. 

John W. Gerber, National Bank of 
Fairbury, Fairbury. 

John M. Heins, Bank of Pontiac, 
Pontiac. 

Samuel W. Sax, Exchange National 
Bank of Chicago, Chicago. 


INDIANA 


James L. Dandurand, Gary Trust and 
Savings Bank, Gary. 

Philip H. Willkie, Rushville National 
Bank, Rushville. 


IOWA 

Rollo H. Bergeson, West Des Moines 
State Bank, West Des Moines. 

Carroll W. Grimes, The First Nation- 
al Bank of West Union, West 
Union. 

Ward R. Hatter, The Iowa County 
Savings Bank, Marengo. 

Alvin S. Renaas, Decorah State Bank, 
Decorah, 

Ed H. Spetman, Jr., Council Bluffs 
Savings Bank, Council Bluffs. 

Thomas M. Stoker, Farmers Savings 
Bank, Shelby. 


KANSAS 


Ray D. Painter, Jr., First National 
Bank, Chanute. 

Bernard J. Ruysser, Commercial Na- 
tional Bank of Kansas City, Kans- 
as City. 





Lawrence M. Schwartz, Citizens State 
Bank, Paola. 

Edwin L. Scott, The Citizens Nation- 
al Bank in Independence, Inde- 
pendence. 


KENTUCKY 


Jacob H. Graves, Second National 
Bank and Trust Company, Lexing- 


ton. 


LOUISIANA 


R. J. Castille, Guaranty Bank and 
Trust Company, Lafayette. 

Oliver O. Moore, Commercial Nation- 
al Bank, Shreveport. 

George S. Lensing, Lake Providence 
Bank, Lake Providence. 


MASSACHUSETTS 


Geoffrey Glendinning, Arlington 
Trust Company, Lawrence. 
George K. Goodhue, Jr., The Dan- 


vers National Bank, Danvers. 


MICHIGAN 


E. J. Clabuesch, The Pigeon State 
Bank, Pigeon. 

Ralph H. Larsen, McPherson State 
Bank, Howell. 

Hamilton L. McNichol, Oscoda State 
Savings Bank, Oscoda. 

Bernard P. St. Germaine, St. Clair 
Shores National Bank, St. Clair 
Shores. 

Henry H. Sobocinski, Liberty State 
Bank, Hamtramck. 

Maurice W. Young, American Bank 
and Trust Company, Lansing. 





Although a tight, activity-packed schedule is maintained at the Seminar, 
participants have the opportunity to relax during the coffee breaks. 
Enjoying an informal chat during a “break” at last year’s Seminar 
are, from left, H. Andrew Hays, Lansing, Michigan; George F. Schafer, 
Orange, New Jersey; O. Gladstone Lynch, Bossier City, Louisiana and 


E. D. Hamilton, Gulfport, Mississippi. 
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MINNESOTA 


Clarence J. Wiersma, The First Na- 
tional Bank of Pipestone, Pipe- 
stone. 

Selmer L. Jerpbak, Richfield Bank 
and Trust Company, Richfield. 

John D. Chisholm, Olmsted County 
Bank and Trust Company, Roches- 


ter. 


MISSISSIPPI 


Clarence E. Morgan, Jr., Merchants 
and Farmers Bank, Kosciusko. 
Warren H. Wild, Mechanics State 

Bank, McComb. 


MONTANA 


Michael R. Kloster, The Citizens State 
Bank of Scobey, Scobey. 

Rex B. Stratton, Security Trust & 
Savings Bank, Billings. 

Albert F. Winegardner, First Nation- 
al Bank in Billings, Billings. 


NEBRASKA 


Wayne R. McKinney, Platte Valley 
State Bank, Kearney. 


NEW YORK 
André Jacques, Belgian-American 
Banking Corporation, New York 
City. 
OREGON 


John L. Yantis, Jr., Bank of Com- 
merce, Milton-Freewater. 


PENNSYLVANIA 

C. Harry Forse, The First National 
Bank of Montoursville, Montours- 
ville. 

Raymond D. Mercer, Jenkintown 
Bank and Trust Company, Jenkin- 
town. 

James C. Torrance, Warren National 
Bank, Warren. 

SOUTH DAKOTA 

W. C. Talen, Farmers & Merchants 

Bank, Watertown. 
VIRGINIA 

Richard A. Sult, The First National 

Bank of Norton, Norton. 
WEST VIRGINIA 


Joseph A. Turner, The Kanawha Val- 
ley Bank, Charleston. 


WISCONSIN 

Elmer H. Ganswindt, Bank of Burl- 
ington, Burlington. 

Harvey O. Kneser, North Shore State 
Bank, Shorewood. 

Harry E. Russell, Milwaukee County 
Bank, West Allis. 

William E. Wierdsma, American State 
Bank, Milwaukee. 
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THE EDITOR 


YOU CAN’T BEAT PROGRESS! During recent months we’ve 
seen so many ads in newspapers and on TV about the 
wonderful new developments in tires 
that we were well conditioned when 
we dropped in at our dealer for a 
replacement set last week. The origi- 
nal equipment type tires on which 
we'd been driving had served us well, 
BUT, said the dealer, now it’s possi- 
ble to get something much better and 
for such little more money. We 
snapped at his offer with great vigor, 
intrigued by mention of 10 per cent 
more rubber depth in the tread, greater safety, more 
tread on the road, etc. 

Upon driving away from the dealer’s place of business 
we noted no change for the first few blocks, except, per- 
haps, a somewhat softer ride, but when we hit the high- 
way, the fun began. It was then we discovered our new 
tires produced a whine that would put an old fashioned 
snow tire to shame. 

We’ve endured this improvement (?) for 1,000 miles 
now. The dealer says the whine should disappear after 
another 1,000 miles. If not, he says he'll trade us even 
for the same kind of tires we wanted in the first place. 
It’s our guess that 1,000 miles from now with great 
pleasure we'll take the retrogressive step to those in- 
ferior tires. 





MR. BELL 


* ok * 


WHO WANTS SOLITUDE? 


Sultan’s version of the Rubaiyat: A loaf of bread, a 
jug of wine and eeenie, meenie, minie, mo. 


eke 


IT IS FOR LAUGHS, with us, whenever we see one of 
those fancy brochures picturing, in mouth-watering col- 
ors, the viands airlines promise to serve you while in 
flight on one of their sleek magnificent planes. 

We got such a brochure recently from North- 
west Airlines. It waxed rhapsodic over inaugura- 
tion of a new jet service the airline was about to 
inaugurate. The brochure was so at variance with 
one of our recent experiences that we dispatched 
this letter: 

“Thank you for sending me the handsome brochure, 
‘Dawn of a Bright New Day in the World of Travel,’ in 
which you announce the inauguration of Boeing 720B 
service. The brochure is colorfully and skilfully done. 
It produced only a hollow and bitter reaction from me, 
however, especially the page with the striking color photo 
of all the goodies Northwest passengers could expect on 
one of your flights. 

“I have this reaction because of the experience I had 
in Milwaukee last Wednesday when I finally was able, 
at Mitchell Field, to secure a reservation on Flight 21 to 
Minneapolis. 
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By HOWARD BELL 


“The shocker came when the clerk informed me, ‘I can 
get you on, but we can’t feed you.’ I inquired why I was 
not going to be fed and was told something ahout there 
not being enough trays of food on the plane. 

“Not wanting to feel like an orphan among a group of 
chomping fellow passengers, I decided to go to Minne- 
apolis by United, instead. (Note: United served dry 
sandwiches, one to a customer.) 

“This incident was made all the more ironic by the 
fact that on Wednesday your airline was conducting a 
flight for the Milwaukee press on the Boeing 720B. One 
of my travel editor friends said he was looking forward 
to a trip over the city and lunch on board. | had this 
observation, ‘It seems peculiar to me that Northwest can 
feed you freeloaders, but not me, a paying passenger.’ 

“T still feel that way.” 

Seventeen days after dispatch of this letter to 
Northwest’s public relations department, no reply. 
Too busy getting out those mouth-watering bro- 
chures, no doubt. 

* # * 
ADHESIVE COMMENT 

Said the letter to the stamp: You’re a square, daddy- 
o, but you send me anyhow. 

* Kk * 

BRIEFLY NOTED—The Richfield (Minnesota) Bank 
and Trust Company was listed as number 1649 in size in 
an AMERICAN BANKER compilation. By coincidence, 
1649 also happens to be the bank’s transit number. . . . 
If anyone cares, here’s the test recommended by the 
French National Association of Cognac Producers to tell 
the good from the bad. Pour a glass of the product into 
a glass, taste it and then let it set. Sniff the glass two days 
later. If the cognac is of good quality, the aroma’s still 
there. No thanks, we say. . . . Who’s more numerous 
than vice presidents in a huge bank? The honorary vice 
presidents of the Curtiss National Bank of Miami Springs, 
Florida. Mert Madden, a director of the bank, had busi- 
ness cards printed, each designating the person named as 
an Honorary Vice President in charge of new accounts. 
Total number of cards now in circulation: 15,000. 

The American vending machine industry is observing 
its 75th anniversary this year amid indications that the 
machines soon may dispense birthday cakes and greet- 
ing cards. According to the National Automatic Merchan- 
dising Association, the first vending device known was 
devised by a Greek priest 2,000 years ago. He dispensed 
holy water at his temple through a vessel which worked 
only after a drachma coin was deposited. 

Thanks to the Census Bureau we can advise you that 
women now hold the lead in the “battle between the 
sexes” for numerical superiority. Males were ahead from 
1820 to 1950, when the totals changed to show 75.8 mil- 
lion women to 74.8 million men. The biggest year for 
marriages was 1946, when 2,291,000 couples said “I 
do,” the only time the 2-million mark has been exceeded. 
The same year also recorded the most divorces—610,000. 
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“Mr. Wetzel, why did you choose 
Bank Building Corporation?” 








Says ROLLA B. WETZEL, vice-president of Delmar Bank of 
University City, Mo.: “One of the most important factors 
in your favor was your practical approach, and your quick 
understanding of our specific needs. Your people talked our 
language. They know the banking business, and showed 
us how to get the most efficient operation for our money. 
It’s the kind of business-like approach a banker appreciates.” 


THE INDEPENDENT BANKER 








“because your 
designers plan 


from the inside out’’ 


another reason why 
more bankers say- 
“Call in Bank Building!” 


Your own unique requirements are the . 
starting point for Bank Building Corpora- 
tion’s specialized designers. As Mr. Wetzel 
indicates, we design “from the inside out” 
... Starting with analysis of your basic 
needs. From these studies, we develop 
interiors precisely tailored to your business. 


This technique has pioneered many new 
concepts in functional efficiency . . . step- 
saving layouts, smoother work-flow pat- 
terns, improved departmental organization, 
built-in expansion potentials. From 
back-counter planning to automation 
engineering, every square inch is utilized 
for maximum productivity. Dramatized by 
imaginative design, this new kind of effi- 
ciency means big dividends in all phases 
of your operations. 


What’s more, you'll know, in advance, the 
cost of your new quarters. At the earliest 
possible planning stage, you will receive 
a guaranteed cost estimate, plus a com- 
plete visualization of your project and 
its key components. 


For plans that produce maximum effi- 
ciency at minimum cost, call Bank 
Building first. 





In its more than 3,600 financial design projects, 
Bank Building has met and solved virtually every 
possible internal layout problem. Here are some 
of the most recent projects. Top to bottom: 
exterior of Delmar Bank of University City, Mo. 
American Fletcher National Bank, Indianapolis, 
ind....Guarantee Bank, Phoenix, Ariz... McGehee 
Bank, McGehee, Ark. ... Second National Bank of 
Richmond, Hagerstown, Ind., branch. 


Send for “WHAT’S NEW 
in new quarters design”... 
a nation-wide view of 
current design techniques. 
Call or write... 

no obligation whatever. 





ST, LOUIS 

1130 HAMPTON AVENUE 
NEW YORK © CHICAGO 
SAN FRANCISCO 
ATLANTA © DETROIT 
DALLAS 
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Thumbs Down for Marine 


Fed Cites Competition in Denying 
Application of Marine Corporation 


The Federal Reserve Board has de- 
nied the application of Marine Cor- 
poration of Milwaukee, Wisconsin, 
for prior approval to acquire 80 per 
cent or more of the stock of Wis- 
consin State Bank, Milwaukee. 

Four of the governors of the 
Board concurred in the denial, while 
Governors A. L. Mills, Jr., and G. H. 
King dissented. 

The majority statement said that 
the proposed acquisition “would ex- 
pand the holding company system 
beyond limits consistent with the 
public interest and the preservation 
of competition in the field of bank- 
ing, with respect both to banking 
concentration and to the competi- 
tive situation between specific banks 
in the areas concerned. 

“Further, it appears that Wiscon- 
sin State Bank can continue to thrive 
independently regardless of pros- 
pective changes in the area, and con- 
siderations which might offset the 
anti-competitive effects noted are 
lacking.” 


Dissent 


In the dissenting opinion written 
by Governor King, it was declared 
that commercial banking in the city 
and county of Milwaukee is largely 
in the hands of three bank holding 
companies, of which First Wisconsin 
Bankshares is by far the largest and 
Marine Corporation is the smallest. 

“Because of branch banking lim- 
itations in the State of Wisconsin,” 
Mr. King said, “the predominant 
market position of First Wisconsin 
Bankshares would be permanently 
assured if expansion on the part of 
the smaller holding company groups 
is unreasonably restrained.” 

Governor King said the approval 
of the application “would tend to 
improve rather than harm the total 
competitive banking structure in the 
city of Milwaukee and in Milwaukee 
County. It would serve as a whole- 
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some correction of the present un- 
balanced competitive situation. 

“IT am not convinced that such ap- 
proval would expose the smaller in- 
dependent banks in the area to un- 
due competitive disadvantages, since 
the reported rate of growth of those 
banks indicates that they have en- 
joyed an adequate competitive via- 
bility.” 


Hotbed of Controversy 


Wisconsin has been a hotbed of 
holding company controversy in re- 
cent months. 

A Department of Justice antitrust 
suit is pending against Bank Stock 
Corporation of Milwaukee, which 
could mean extinction of the organ- 
ization. The Federal Reserve Board 
recently approved the creation of a 
holding company in Wausau known 
as “Central Wisconsin Bankshares, 
Inc.” The company was permitted 
the acquisition of 80 per cent or 
more of the outstanding voting 
shares of First American State Bank 
and Wisconsin Valley Trust Com- 
pany, both of Wausau. A state leg- 
islative proposal that would ban new 
holding companies and prevent ex: 
pansion by existing companies is 
under study by the Senate Labor, 
Taxation, Insurance and Banking 
Committee. The proposal is support- 
ed by The Independent Bankers As- 


sociation. 


Marine’s Holdings 


The Marine Corporation began op- 
eration at the start of 1959 with 
the Marine National, Holton State, 
Cudahy State and South Milwaukee 
banks as its original members. It 
later added Pewaukee State Bank 
and the Peoples Trust & Savings 
Bank of Green Bay. More recently, 
the holding company began con- 
struction of Oak Creek Marine Na- 
tional Bank. 

It is also seeking to organize a 


new bank on Milwaukee’s northwest 
side, to be known as Northwest Na- 
tional Marine Bank, and to acquire 
80 per cent or more of the voting 
shares of National Manufacturers 
Bank of Neenah, Wisconsin. _ 

As of December 31, 1960, the total 
deposits of its six operating subsid- 
iary banks were about $255 million, 
of which about $196 million was 
held by Marine National Exchange 
Bank, Milwaukee, the third largest 
bank in the state. 

Wisconsin State Bank, with total 
deposits of about $37 million on 
December 31, 1960, is located about 
two miles southwest of Milwaukee’s 
principal financial district, where 
Marine National is located. 


Reduce Strength 


The majority opinion stated that 
the acquisition of Wisconsin State 
Bank “would increase Marine’s per- 
centage of control of total deposits 
of commercial banks in Milwaukee 
County from 13 per cent to 15 per 
cent.” 

The opinion said these figures by 
themselves do not indicate that the 
acquisition would expand the Ma- 
rine system beyond the limits de- 
scribed in the Federal Reserve stat- 
ute. 

“However, Wisconsin State Bank, 
at the same date, had 46 per cent 
of the total deposits and 57 per cent 
of the total loans of independent 
banks in its primary service area, so 
that the expansion of the Marine 
system by the acquisition of the bank 
would reduce significantly the 
strength of independent banking in 
that area,” the opinion said. 

The three holding companies in 
Milwaukee controlled about 75 per 
cent of total commercial bank de- 
posits in Milwaukee County as of 
December 31, 1960. 


Benefits Offset 


“Of this amount, Marine con- 
trolled 13 per cent as against 41 
per cent for First Wisconsin Bank- 
shares Corporation, the largest of 
the three,” the Board stated. 

“The acquisition would shift more 
than 8 per cent of the total deposits 
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of all independent banks in the coun- 
ty to Marine. After the acquisition, 
five of the seven largest banks in the 
county (Wisconsin State Bank being 
the seventh largest) would be under 
holding company control. 

“While the acquisition would put 
Marine nearer in size to the two 
larger holding companies, any bene- 
ficial effects on competition which 
might result in that respect appear 
to be more than offset by the ad- 
verse effects in Wisconsin State 
Bank’s primary service area. 

“The acquisition would give Ma- 
rine control, through Wisconsin 
Bank, of total deposits equal to 85 
per cent of those held by all the 
remaining independent banks in 
Wisconsin State Bank’s primary serv- 
ice area.” 

Wisconsin State Bank, the Board 
explained, is approximately twice as 
large as the next largest independent 
bank in the area. 

The Board discussed information 
submitted by Marine Corporation 
showing that on December 31, 1959, 
independent banks held 30 per cent 
of the deposits of individuals, part- 
nerships and corporations of com- 
mercial banks in Milwaukee County. 
Ten years earlier, independent 
banks, excluding those which were 
acquired by holding companies with- 
in the ten-year period, held only 
24 per cent of such deposits. 

“These figures may tend to show 
that the growth of holding company 
banking in the area did not inhibit 
the growth of those banks which 
remained independent,” the majority 
opinion of the Board stated. 


“It is also significant, however, 
that at December 31, 1949, there 
were in Milwaukee County 27 in- 
dependent banks with 54 per cent 
of commercial bank IPC deposits 
as against 46 per cent in one holding 
company bank, while ten years later 
there were only 22 independent 
banks with 30 per cent of such de- 
posits as against 70 per cent in eight 
banks of three holding companies. 

“The net result of these changes 
in the county was some decrease in 
the dominance of the one holding 
company that was operating in 1949, 
but the fact remains that the aggre- 
gate deposit strength of independent 
banks and the number of true al- 
ternative sources of banking service 


was reduced. 
“In the city, during the same per- 
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iod, the percentage of commercial 
bank IPC deposits held by independ- 
ent banks dropped from 50 per cent 
to 22 per cent.” 

In considering the effect of the 
proposed acquisition on existing and 
potential competition between banks, 
the majority statement pointed out 
that Wisconsin State Bank is not 
only the largest independent bank 
in its primary service area, but also 
it has experienced the highest rate 
of growth of such banks over the five 
years ended December 31, 1960— 
55 per cent in total deposits and 
108 per cent in total loans. 

The primary service area of Wis- 
consin State Bank does not include 
the downtown financial area, where 
Milwaukee’s largest banks are locat- 
ed. 

“While the applicant appears to 
consider Wisconsin State Bank in 
the market for large corporate ac- 
counts and proposes to improve its 
competitive position for such busi- 
ness,” the opinion stated, “it never- 
theless appears that Wisconsin State 
Bank has been a strong competitor 
principally with the smaller banks 
in its own area rather than with the 
downtown institutions (except with 
their branches in and around the 
bank’s area). 

“Even if the operation of Wiscon- 
sin State Bank under Marine owner- 
ship might help make it a stronger 
competitor for larger corporate ac- 
counts it would be expected that 
Wisconsin State Bank would also re- 
main in competition with the small- 
er banks in its own area. 

“Consequently, the acquisition 
would tend to increase further the 
existing and already increasing com- 
petitive disadvantage of such banks 
in relation to Wisconsin State Bank, 
and it does not appear that this 
effect would be fully offset by an 
increase in the competition which 
the bank may be in a position to 
give the larger banks.” 

The majority opinion also held 
that since the primary service area 
of Marine Corporation’s largest 
bank, Marine National, encompasses 
that of Wisconsin State Bank, “the 
bulk of Wisconsin State Bank’s own 
IPC deposits must be regarded as 
subject to competition from Marine 
National. 

“However analyzed, competition 
between Wisconsin State Bank and 
Marine National cannot be said to 





be insubstantial, and the acquisition 
would terminate the independence 
of a competitor for a significant 
amount of banking business. 

“The Board has considered the 
leading position of First Wisconsin 
Bankshares Corporation in the Mil- 
waukee area but is unable to con- 
clude that the increase of the size 
of the Marine system relative to First 
Wisconsin Bankshares, as well as to 
Bank Stock Corporation (the second 
largest holding company in_ the 
area), by the particular acquisition 
proposed in this case would be of 
such material benefit to the com- 
petitive situation in the relevant 
areas as to offset other considera- 
tions noted.” 

Needs Being Met 

The Board concerned itself prin- 
cipally with the fifth factor of the 
Federal Reserve Act, which states 
that in considering such an appli- 
cation, it must take into account 
whether or not the effect of the 
proposed acquisition would be to ex- 
pand the size or extent of the bank 
holding company system involved 
beyond limits consistent with ade- 
quate and sound banking, the public 
interest, and the preservation of 
competition in the field of banking. 

The other factors that it must con- 
sider include the financial history 
and condition of the holding com- 
pany and the bank concerned; their 
prospects; the character of their 
management and the convenience, 
needs, and welfare of the commu- 
nities and area concerned. 

The Board stated that the history 
and condition, the prospects and the 
management of both the Marine 
Corporation and Wisconsin State 
Bank “appear to be satisfactory.” 

With regard to the convenience, 
needs and welfare of the commu- 
nities and area concerned, however, 
the Board stated that Marine “does 
not establish that there are present 
or anticipated needs that cannot be 
adequately met, or a lack of de- 
sired conveniences that cannot be 
supplied, without Wisconsin State 
Bank’s acquisition by Marine.” END 

















A Short Story 


THE BANK 
THAT 
NEVER 
MARRIED 


BY B. B. SUGG, JR. 


A sharp rap on the side door of the 
Bank of Crossroads startled its Presi- 
dent as he was setting his watch for 
4:05 before leaving for the day. Not 
that it was unusual to have a cus- 
tomer that late. Lately it had become 
a busier time than banking hours. 

But he had been preoccupied. Black 
headlines for several months had told 
the story of mergers and rumors of 
mergers, which, until recently, had 
seemed to be developments involving 
somebody else. 

But in the past month, word had 
come that a little bank in the neigh- 
boring town of Nearby had merged 
with a larger bank in western Far- 
away, changing its name to Faraway 
Bank. And only a fortnight ago the 
local Chronicle had featured the im- 
pending merger of Faraway Bank 
with Bigger & Bigger Bank, with 
headquarters in FarFarAway, again 
changing its name, this time to Far- 
FarAway Bank. 
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This kind of thing had been hap- 
pening all over the country. Many 
banks were no longer listed in the 
phone book. The President, then, was 
not unprepared for the figure which 
greeted him when he unlatched the 
side door. 

“T am Mr. Windfall,” the stranger 
said, “from Great Big Bank in Along- 
WaysOff.” 


Outside Help—Yes, Sir 


“Come in, sir,” the President 
greeted, not without some misgivings, 
for he had thought he knew most 
bankers in the state. 

Mr. Windfall wore a stiff collar. 
He was a tall man, and his black 
serge suit, in unbroken line from 
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shoulder to narrow peg bottom 
trousers, only increased the illusion 
of greater height. 

In his left hand, he carried a brief- 
case. His right held a Homburg hat 
with a grey hat band. On his feet 
were patent leather shoes tied with 
silk shoelaces. Altogether, he was 
quite an impressive figure. 

As he sat down in the President’s 
office, he looked him straight in the 
eye and said, “I will come to the 
point quickly!” His voice was firm 
and confident. Swiftly he began to 
unbuckle the briefcase on his knees 
and kept on talking. 

“Our Great Big Bank in Along- 
WaysOff started as a little bank, too, 
many years ago. Today,” he con- 
tinued, “after merging with twenty- 
seven others, we are now the biggest 
bank east of Pocono Valley.” 

“You don’t mean it!” the Presi- 
dent said, with interest. 

“Indeed I do, sir!” Mr. Windfall 
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replied. “Now everybody knows what 
a progressive bank yours is, Mr. Presi- 
dent, but you need a broader lending 
capacity, contacts, and statewide serv- 
ices which you don’t have now. You 
really need some outside help.” 

“We do?” 

“Yes, sir, you do,” Mr. Windfall 
replied, and he sounded as though 
he really wanted to help. 

“Tl tell you what we'll do. We’ve 
looked over your balance sheet care- 
fully. We’ve inquired around, and 
your friends tell us that your assets 
are more than likely to be as good 
as gold.” 

“Thank you, sir,” said the Presi- 
dent. 

“You’re welcome,” said Mr. Wind- 
fall. “Now, we'll give you seven and 
a half shares of Great Big Bank stock 
for every share of Crossroads stock. 
What do you say to that? You can 
change the name of your little bank 
to Great Big Bank. Naturally, we’ll 
want you to continue to work for 
Great Big Bank.” 

The President stared at Mr. Wind- 
fall with a long, long look. So this 
was it! He sighed audibly. Then, 
slowly and deliberately, he reached 
over and buzzed his secretary (who 
had been setting her watch, too, be- 
fore going home) on the modern 
intercom system which had come with 
his new Renovation Program. 

“Call the directors,” he said, “and 
tell them to come over here right 
away.” There was a tone of resigna- 
tion in his voice. 


Happy Little Bank 


The shock was over now. All that 
remained was to face it. 

It had been a happy little bank 
when he first saw it. Spread peace- 
fully on the square in the heart of 
town, the little bank had watched the 
throngs which scurried to and fro 
over the years. 

Everybody knew the people in the 
little bank, and the people in the little 
bank knew everybody. Year after year 
they came and went, and slowly, with- 
out much effort, really, the little bank 
kept growing, until one day it was 
little no longer. And the people began 
to think of it as the Bank of Cross- 
roads, 

When that day came, they tore 
down the old marble columns and 
steel cages. They raised the floor and 
lowered the ceiling, took out the 40- 
watt bulbs which had illuminated the 
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lobby, and replaced them with soft 
fluorescent lights. They built fancy 
little fences in front of the vault (with 
hidden lock latches that were hard to 
find). 


Everybody Liked Him 


The President even bought himself 
an imported teakwood desk six feet 
wide and installed it about half way 
between the new glazed front wall of 
his office and the open door, so that 
the people he was talking to wouldn’t 
be seen from outside, but so that he 
could see people in the lobby at the 
same time. 

He was a man everybody liked. 
There was something about him that 
made people relax and talk. Before a 
man would realize what was hap- 





pening, he would be telling this Presi- 
dent many of the intimate details of 
his life, how much money he was 
making, how his wife was unhappy, 
how his daughter had married a 
ne’er-do-well. It was really something. 

Occasionally, he would stretch out 
his long legs and prop his number 
ten shoes on the corner of the teak- 
wood desk. And sometimes, while 
talking to a customer, he would see 
out of his other eye some friend he 
knew coming in the lobby, and he 
would wave and holler at him. 


Lot of Profit 


One by one, the directors began 
coming in, looking with interest at 
Mr. Windfall. It wasn’t long before 
the room was full. 

“Gentlemen,” said the President, 
“Mr. Windfall from Great Big Bank 
in AlongWaysOff says he wants us 
to merge with him, and change our 
name to Great Big Bank, and we'll get 
seven and a half shares for every one 
of ours.” 

“That’s a lot of profit!” exclaimed 
one of the directors, who was a mer- 
chant. 


“Sure is,” said another, an at 
torney. 

“What do you say, Mr. President?” 
said one of the others, a time mer- 
chant. 

“It’s up to you gentlemen,” replied 
the President, but to himself he wished 
there was more room for his number 
ten shoes. 

Things were quiet for a while, the 
directors were smoking, and pon- 
dering and not knowing what to say. 

After a while, somebody said, 
“What will this mean to the Com- 
munity, Mr. President?” 

“Well,” answered Mr. Windfall who 
spoke up quickly, “this will increase 
your lending ability, gentlemen. You 
will have all the advantages of our 
statewide contacts, our specialized 
services, and all that kind of thing.” 


Prestige 


They still looked kind of uncertain, 
until one of them said, “Mr. Presi- 
dent, do we have many calls for loans 
we can’t handle right here?” 

“A few,” said the President, “but 
I just call Richmond or New York 
and write a check on them here.” 

The doctor who had asked the 
question looked relieved. 

“How about these statewide con- 
tacts, Mr. President? Do we need 
them?” 

“Could be,” answered the Presi- 
dent, “but I haven’t had any trouble 
so far. I talk to many of the other 
banks in the state every day on the 
phone.” 

“Then what do we really get out of 
all this, Mr. President?” asked 
another, who was a contractor, and 
he sounded kind of upset. 

“To tell the truth,” said the Presi- 
dent, “we would get some kind of 
prestige out of it.” 

“What kind?” 


Sounds Good 


“Well, it sounds pretty good to say 
that Great Big Bank is here in Cross- 
roads,” he replied. 

“Well, it sounds pretty good to say 
that Crossroads Bank is here in Cross- 














roads, if you ask me,” said another, 
kind of proud like. 

“Well,” said the President again, 
“the stockholders wil] make a lot of 
money out of it.” 

“T could use it,” said one. 

“But you don’t need it,” said 
another. 

“And there will be a big tax if 
you sell it,” said another, an ac- 
countant. 

“If I had it, I’'d just as soon sell 
it,” said the other one. “No point I 
can see in owning stock in a bank in 
Along WaysOff.” 

They continued to look uncertainly 
at each other, and pretty soon a di- 
rector who hadn’t said a word spoke 
up. “Gentlemen,” he said, “how many 
of you were here when this bank was 
begun after the depression?” 

He knew the answer. Six out of the 
twelve. 


Pride of Crossroads 


“Doesn’t it seem to you that we 
have something here that belongs 
especially to the people of Cross- 
roads? Isn’t this a place we are all 
proud of ... especially now that we 
are the only Independent Bank left 
in Crossroads?” 

They nodded their heads. This was 
what they had wanted to say, but had 





Editor’s Note: This story is 
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been hesitant to say it. After all, other 
banks were merging. 

“We have,” he continued, “some 
of the most capable men in the busi- 
ness working for this bank. We 
couldn’t get more experienced and 
loyal people if we merged with the 
biggest bank in the country, and if 
we run into a big deal we can’t han- 
dle, all we have to do is buzz our 
correspondent in Richmond. If we 
need something in Paris for a cus- 
tomer, we simply call New York, and 
our correspondent there jumps right 
on it. 

“Why give up our status as a 
community bank? We can keep our 
independence, and provide all the 
services of any bank.” 

“Good point,” said the merchant, 
“and that means our customers and 
depositors can continue doing busi- 
ness with local people whose main 
interest is their own community.” 


Obligation 


“Yes, and all of you know that we 
have added one service after the other 
to take care of our growing popula- 
tion—an Instalment Loan Depart- 
ment, a Trust Department, an elec- 
tronic accounting system; frankly, we 
have today a service for every finan- 
cial need of this community. 

“I think our depositors take pleas- 
ure in the realization that the funds 
they put in this bank are used pri- 
marily for the development of our 
community. Somehow or other, I feel 
an obligation to our depositors to 
keep this bank independent. 

“Mr. President,” he continued, “I 
move we stay where we are.” 

“Y’ll second that!” said one of the 


original six. “I just put $500 in our 
Industrial Foundation Fund to get 
new industry here. Seems to me we 
have one of the best home owned 
industries in town!” 


Windfall Exasperated 
“Gentlemen!” cried Mr. Windfall 


in exasperation, “This is a great op- 
portunity for Crossroads! Our bank 
wants to help you! We intend to pour 
money into this community!” 

“I’m sure you do, Mr. Windfall,” 
said another, respectfully, “but the 
bank would have to do what your 
board in AlongWaysOff decided to 
do. I don’t know where our money 
would go. The details would be car- 
ried out here, but the orders would 
come down from AlongWaysOff.” 

“Certainly not,” snapped Mr. 
Windfall. “Our Great Big Bank 
branches have their own application 
forms! Each branch has its own copy 
of our book of procedures. All the 
branch manager has to do is look up 
his question in the book and find the 
answer. Your own President would 
be our manager here. There would 
be certain loans that our Board in 
AlongWaysOff would have to con- 
sider, investment policies, and things 
like that, but for the most part, things 
would go on about as usual.” 


Solve Own Problems 


A little electricity began to creep 
into the atmosphere. Cigarette and 
cigar smoke became thicker. The 
momentary quietness was tense. 

“Gentlemen,” spoke up the farmer 
on the board, “up to now, we’ve just 
been going by the regulations and 
good common sense. When we have 
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problems, we solve them ourselves. 
We don’t have to get instructions, or 
ask anybody anything. For my part, 
I think this community would be 
better off to leave this bank just as 
it is!” 

One by one they all said something 
like, “That’s the way I see it.” 

“Just a moment,” said the lawyer. 
“Before we leave, there’s one more 
thing I want to say. I own only a few 
shares in this bank, but I’m a de- 
positor, too.” 

He continued. “Our stockholders 
like to make money. They get a fair 
dividend on their stock, and the value 
keeps growing. But they get more 
than that. They get a feeling of being 
a vital part in the growth of this com- 
munity. I believe all of our depositors 
feel the same way. 


Can’‘t Disagree 


“The way things stand now, we 
make our own decisions on matters 
affecting this bank and our county. 
How can we contribute the best 
leadership and cooperate in the de- 
velopment of this community if we 
turn over our policymaking decisions 
to a board in AlongWaysOff? It’s all 
well and good if we agree with them, 
but if we disagree, all we can do is 
raise our hands and vote ‘aye’!” 

Mr. Windfall shuffled his papers 
around wearily, sighed, and began 
putting them back in his briefcase. 

“Well, thank you, gentlemen, for 
your time,” he said in a tired voice. 

“It’s been a pleasure, Mr. Wind- 
fall,” said the President. 


A Nice Feeling 


Alone once more, the President 
lit up his pipe, unwound his long 
legs, stretched them out on the beauti- 
ful teakwood desk, and sighed, too. 

Somehow or other, it didn’t feel 
nearly so lonesome now to be the 
only Independent Bank in Crossroads. 
It was a nice feeling. 

Out in the lobby, the janitor was 
sweeping up adding machine tapes, 
while the evening sun reflected itself 
from the mirror in front of the shoe 
store across the street. A customer 
peered behind cupped hands through 
the glass front door opening on the 
corner, and the President got up to 
let him in. 

“Just a moment!” he shouted, real 
loud. The deserted lobby echoed to 
the sound. 

He liked to shout. END 
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Ways and Means Asks 
IBA To Testify on Tax 


The Independent Bankers Association and other banking 
groups have been invited to testify before the House Ways and 
Means Committee August 9 and 10 on the Harrison and Curtis 
tax bills, a move which is being welcomed as an important break- 
through in commercial banking’s long fight for tax equality. 

The Committee’s invitation came less than a week after 
Treasury Secretary Douglas Dillon submitted recommendations 
on the tax equality subject that were hailed as representing a 
victory for commercial banking. 

Secretary Dillon said there was no longer any justification 
for the special tax treatment the mutual thrift organizations 
have enjoyed in the past, “particularly in the context of the na- 
tional need for appropriate sources of revenue and the financial 
strength of these institutions.” 

“From the viewpoint of a logical and equitable application 
of the federal income tax,” Mr. Dillon said, “the mutual thrift 
institutions should be able to retain corporate earnings tax- 
free only in accordance with a provision comparable to estab- 
lished concepts for comuting bad debt reserves.” 

The Secretary pointed out that possible adverse effects on 
housing may justify consideration of alternative methods of 
taxation over a transitional period or a method of partial taxa- 
tion which “later could be re-examined in the light of future 
developments in the housing industry.” 

But he said additional tax revenue can be obtained at this 
time without significant disruption to the mutual thrift in- 
stitutions or impairment to national housing programs. 

Mr. Dillon submitted alternative proposals for effecting his 
recommendation that the tax freedom of the mutuals be termi- 
nated. 

If full taxation comparable to that imposed on other corpo- 
rations and financial institutions is considered, Mr. Dillon said, 
the mutuals would be allowed to retain earnings tax free only 
in accordance with a bad debt reserve formula comparable to 
that applied to commercial banks. 

If the possible risk of adverse impact on the home mortgage 
market resulting from a sudden imposition or ordinary income 
taxation is considered a factor, the Secretary said, then a transi- 
tional approach could be taken. 

This would permit the mutuals a “true” bad debt reserve 
and in addition they would be allowed to deduct for tax pur- 
poses a diminishing percentage of any additional retained 
earnings. 

Reed Albig, president of The Independent Bankers Associa- 
tion and president, The National Bank of McKeesport, Penn- 
sylvania, denied that taxation of the mutuals would have an 
adverse impact on the mortgage market. 

“Any shifting of savings will occur slowly,” Mr. Albig said. 
“Other financial institutions will adequately supply funds for 
mortgages as the need requires. 

“Today the mutual institutions are strong and vigorous. 
They have accumulated adequate reserves and risk assets on 
a tax free basis. They have had the benefit of a long period of 
time to thrive under a tax umbrella. They are well able to pay 
taxes at the full rates.” 
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NABACS 


AUTOMATION 


a unique research organization 
in Chicago is a fountainhead of 
information on bank automation 


In our science-oriented age, the very 
mention of the word “computer” can 
send our imaginations rocketing into 
a dreamworld of super-intelligent 
and superhuman machines capable 
of reducing the labors of life to 
the mere punching of a button. 

One scientist says, quite seriously, 
that computers can even be built to 
know the joys of parenthood, be- 
getting their own little flock of elec- 
tronic babies. 

But don’t let such predictions 
throw you. Computers are really 
pretty dumb. In fact, some engineers 
whose lives are dedicated to develop- 
ing these machines refer to them 
as “idiots.” 

No machine, for example, will 
ever be able to warm a bank cus- 
tomer’s heart the way a greeting from 
a friendly teller can, or console a 
financially-burdened widow, or lift 
the spirits of a discouraged farmer 
by lending a sympathetic ear to his 
problems. The richest bank in the 
world will never be able to buy 
machines that can provide these 
services, which are the small bank’s 
stock in trade. 

On the other hand, a visit to a 
fully-automated bank such as the 
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Merchandise National Bank in Chi- 
cago can be an intimidating experi- 
ence for those of us who can’t even 
figure out how our electric razor 
works. 


Fascinating, Frightening 


Checks whiz through a sorter-read- 
er so fast that the eye can’t follow 
them. Untiring computers mock our 
most brilliant mathematicians with 
the flawless rapidity of their calcu- 
lations. Lights blink and eerie 
sounds fill the air as the electronic 
data processing equipment records 
each check and looks up or files 
information, all in less than a sec- 
ond. An incredible printing machine 
“types” the computer’s “thoughts” 
so rapidly that our fastest human 
typists seem like Medieval manu- 
script copyists in comparison. 

To the small banker, the unlimit- 
ed possibilities that are called to 
mind for the use of such expensive 
equipment are both fascinating and 
frightening. 

Imagine the competitive advan- 
tage of a fully-automated bank that 
can offer such customer services as 
account reconciliation, payroll writ- 
ing and distribution, economic fore- 


casts and statistical compilation or 
even take over all accounting for 
customers. Add to these the yet un- 
dreamed of uses for banking auto- 
mation, a field that is only now in 
its neo-natal period, and you have 
a concept of banking that hardly 
seems to fit the small banking op- 
eration as we know it today. 

The small banker cannot escape 
asking whether his type of opera- 
tion, which is financially unable to 
keep pace with the giants in the use 
of electronic equipment, will go the 
way of the passenger pigeon. Will 
the small bank be able to compete 
with the services made possible by 
the sophisticated hardware of the big 
banks? If not, what will happen to 
the small banker—and the worried 
widow and the discouraged farmer? 


Unique Source 


On the eleventh floor of the First 
National Bank Building in Chicago, 
Illinois, is an organization that is 
devoting full-time efforts to finding 
answers to these questions. More 
specifically, it is undertaking the gi- 
gantic task of wrestling the whole 
complex field of banking automation 
into an organized discipline that can 
give direction to all sizes of banks. 

To the small banker, it is the most 
important source of information 
about automation in existence and 
if it cannot answer all the questions 
the banker may have, it can- atleast 
help him keep abreast of events and 
approach the future objectively. 

The facts established through its 
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research are not available from any 
other source, and it does not du- 
plicate facilities available either 
within or outside of banking. 

What does this organization, 
which has access to the most com- 
prehensive collection of bank auto- 
mation information available, see as 
the future of the small bank? 

Before exploring this question, 
let’s place it into perspective by ex- 
amining the organization, seeing 
what it has to offer bankers, and 
how bankers can avail themselves of 
its services. 

Support Recommended 


W. G. Kirchner, chairman of the 
Bank Study Committee of The In- 
dependent Bankers Association, 
pointed out recently that as a general 
rule, small banks “do not have vast 
sums of cash available for com- 
plicated research projects. Yet, these 
banks will be, over a period of 
years, drawn into making some of 
the same decisions that their larger 
competitors are making. 

“We believe that if independent 
banking is to continue, these banks 
must have the very best unbiased 
assistance in finding their way 
through the changes that are com- 
ing.” 

The Bank Study Committee has 
recommended that the IBA throw its 
full support behind the organization 
mentioned above, which is known 


as the “NABAC Research Institute.” 


Top Secret 


Born just three years ago to that 
old crusader for better banking, the 
National Association for Bank Audit, 
Control, and Operation, the Re- 
search Institute is more like a self- 
sufficient house guest of NABAC than 
a dependent child. It is separately 
financed with its own membership, 
and its research reports and other 
services are not available to NABAC 
members who are not also members 
of the Institute. 

Any bank may join and thus reap 
the benefits of the confidential re- 
ports, counselling service and other 
fruits of the Institute’s research. The 
membership fee is pro-rated accord- 
ing to size of bank, ranging from 
$100 for banks with resources of 
$24.9 million or less to $2500 for 
billion dollar banks. 


True Research 
Far from being ivory tower re- 
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searchers who write reports by por- 
ing over old manuscripts and ad- 
vertising puffs, the Institute’s work 
is basic research in the true scientific 
sense, done in the field by turning 
over rocks, as the saying goes. 

The Institute staff members are on 
the go most of the time, taking hard, 
critical looks at new equipment, vis- 
iting the plants of hardware manu- 
facturers and probing the banking 
industry’s remotest innards with 
scalpel and microscope. 

The Institute has an 11-member 
staff, counting secretarial help. It 
is headed by Richard Byerly, an 
electronics researcher turned banker, 
who is assisted by Harold Roach, a 
banker turned electronics researcher. 

From their extensive efforts are 
gleaned the material for the con- 
fidential research reports and bul- 
letins, which cover both conventional 
and automated banking operations. 


But while all of this lofty talk 





Recently one of our banker friends 
asked us to loan him some charts 
showing MICR printing specifica- 
tions, which he planned to use in 
connection with his bank’s educa- 
tional program for personnel. We 
had been using these charts for our 
own employee meetings and it had 
not occurred to us that they might 
also be of interest to bank people, 
since they were quite technical and 
dealt only with printing. 


This request, however, stimulated 
us to explore the feasibility of our 
working up a series of slides that 
would have some learning content 
for bank people who either had 
occasion to explain MICR to the 
public or who might have only an 
academic interest in the system. 
Accordingly, we have prepared 
a set of slides —along with a 
commentary for each — covering 
six brief talks. The subjects are 
(1) Introduction to MICR, (2) 
Check Format for MICR, (3) 
Redesigning Checks for MICR, 
(4) Ordering Checks for MICR, 
(5) MICR Specifications, and (6) 
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about “basic research” may be fine 
in principle, a banker has every right 
to ask the bedrock question: “Can 
they help me, personally—now?” 


Proof of the Pudding 


The Research Institute people reply 
by citing examples. 

For instance, there was the case of 
the harrassed banker whom we will 
call Mr. Witsend, who walked .into the 
NABAC offices one day not very long 
ago with an operational headache 
that seemed to be worsening. With 
$14 million total resources, Mr. Wit- 
send’s bank was using eight book- 
keepers and three semiautomated 
posting machines and was still ex- 
periencing difficulty in turning out 
the work. 

The Research Institute people went 
to work on the problem, and when 
they had finished, Mr. Witsend was 
able to reduce his operation to six 
bookkeepers and two semiautomated 


























Printers’ Problems Under MICR. 


These slides are pretty good and 
the commentary is factual, so we 
think they might help banks who 
are now in the process of setting 
up employee meetings or group 
meetings with local printers. We 
would be pleased to loan them to 
banks upon request and, in the 
event you wish a set, write to our 
Advertising Department, 4435 
West Belmont Avenue, Chicago 
41, Illinois. 


Incidentally, the timing appears to 
be good for holding such meetings 
because the public is beginning to 
ask about “‘those funny -looking 
characters on checks.” Operating 
men in banks know the answers, 
but in many large institutions 
simplified explanations have not 
filtered down through the organi- 
zation. Every bank employee is, in 
some degree, a public relations man 
for his bank and would get a kick 
out of explaining MICR to the 
public, and right now the public 
wants to “get into the act.” 








Manufacturing Plants at: curton, NORWALK, PAOLI, 
CLEVELAND DETROIT, INDIANAPOLIS, CHICAGO, KANSAS CITY 
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machines. Even more important was 
Mr. Witsend’s comment: 

“Our problems appear to be sol- 
ved.” 

Then there was the case of a bank- 
er—we'll call him Mr. Numberneed- 
er—who was considering an account 
numbering system in his $16 mil- 
lion bank. He asked the Research 
Institute to detail for him the prob- 
lems, pitfalls and advantages of the 
various systems. The Institute came 
up with a specific recommendation 
tailored to Mr. Numberneeder’s par- 
ticular banking situation. 

In a number of cases, bankers 
have come to the Institute with three 
or four proposals from various 
equipment manufacturers and have 
received advice based on the indi- 
vidual problems and needs of their 


banks. 
Cost Advantage 


“Research of this nature would be 
prohibitive in cost in any but the 
giant banks,” says Harold Roach. 
“Through a nominal membership 
fee, all banks can participate in a 
complete research program.” 

Any bank member of the Research 
Institute can come to Chicago and so- 
licit NABACRI assistance. The In- 
stitute counselled 75 banks between 
last September and this July and is 
now averaging two consultations per 
week. 

The Institute people are quick to 
point out that they are not compet- 
ing with professional consultants. 
They do not actually go to the bank 
premises and make comprehensive 
studies. But a banker with a specific 
problem or operations question can 
relate his particular banking situa- 
tion to Institute interviewers and re- 
ceive unbiased advice from experts 
who have no ax to grind. 

A factor which makes the Institute 
of unique value, regardless of the 
banker’s intentions on the automa- 
tion front, is its position as a foun- 
tainhead of information on banking 
work standards. 


Peculiar Predicament 


When the Institute first got under- 
way, and was set to make its studies 
on automation, it found itself in a 
peculiar predicament. Although 
manufacturers were beginning to 
roll with elaborate hardware intend- 
ed to save time and money for the 
banker, there were no performance 
standards established in the banking 
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industry by which to evaluate the 
equipment. 

The Institute plunged into exten- 
sive research on standards to de- 
velop “measuring sticks” for eval- 
uating the performances of people, 
equipment and systems. These meas- 
uring sticks are in terms of time 
performance standards. 

Through the Institute’s work, the 
banking industry now has its own 
yardstick by which to measure work 
standards, and even the smallest 
bank can determine accurately how 
many people and machines are nec- 
essary to process a given volume of 
work. 

The Institute’s study of standards, 
and the growing pressure from the 
banking industry for automation re- 
search, resulted in a dual plan that 
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“Frankly, I was a little disappointed 
in that blanket raise.” 





is followed today: Research in con- 
ventional methods and research in 
automation, including MICR encod- 
ing. 

Change System 

Such work has made the Institute 
people confirmed believers in the 
theory that a banker can effect as 
many savings by bringing his present 
operational system up to maximum 
efficiency as he can by installing ex- 
pensive hardware. 

“It is generally accepted among 
authorities that the cost in savings 
from advanced hardware has result- 
ed in the change of system rather 
than from the hardware,” said F. 
Byers Miller, NABAC’s executive di- 
rector. “I haven’t heard of a single 
bank that saved money if it had an 
efficient single posting system before 
it got involved in semiautomated 
posting or bookkeeping equipment.” 

Mr. Miller said that if banks 





would become as conscious of ef- 
ficient systems or operations as they 
are of efficient machines or equip- 
ment, they could do their job more 
efficiently with higher profits for the 
same amount of business. 

Added to this is the fact that 
before a bank can evaluate properly 
the comparative cost of an automat- 
ed system, it must reach its maxi- 
mum efficiency and know its exact 
cost under the present system. 

The Research Institute emphasizes 
that there is no need for a bank to 
wait for new equipment before get- 
ting its house in order. 

“This, in my opinion, should be 
done regardless of whether any form 
of automation is ever used,” said 
Mr. Roach. “The cost of present 
methods of operation has risen at an 
average annual rate of about 15 per 
cent for the past ten years. 

“This constant increase in costs 
only places a squeeze on profits, 
but if automation eventually results 
in reduced costs for those banks 
using it, their competition will force 
all banks to operate at their maxi- 
mum of efficiency and economy.” 

From the Research Institute a 
banker can obtain the information 
necessary for measuring and up- 
grading his bank’s performance. 

Aside from counselling bankers on 
their individual problems, the In- 
stitute keeps its members posted on 
the newest developments in the op- 
erations field and the results of its 
research through reports and bul- 
letins, 

To help fill in the picture of the 
Institute’s work, let’s look at the 
subjects of some of these publica- 
tions. 

Reports produced so far have in- 
cluded studies on and application of 
standards to dual-posting fully-de- 
ferred demand deposit accounting, 
single posting methods of demand 
deposit accounting, time deposit ac- 
counting methods and systems and 
proof and transit operations. 

Some of the confidential bulletin 
titles are “One-pass vs. Two-pass 
Sorting,” “MICR Sorter Facts,” 
“Status of Electronic Data Process- 
ing in Banking,” “Time Savings from 
No-passbook System,” “Account 
Numbering,” “Optical Scanning and 
Reading Devices,” and critiques of 
various data processing systems. 

Mr. Byerly said 10 to 15 bul- 

(Continued on page 33) 
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Farm Income Study Group Is Among 
Appointments of New IBA Committees 


Appointments to a number of com- 
mittees of The Independent Bank- 
ers Association, including a newly- 
created “Farm Income Study Com- 
mittee,” have been announced by 
Reed H. Albig, IBA president. 

Mr. Albig, who also is president 
of The National Bank of McKees- 
port, Pennsylvania, said the appoint- 
ments are effective immediately and 
that the committee members will 
serve through the 1962 IBA con- 
vention in Pittsburgh next April 30- 
May 2. 

The IBA’s newest committee is 
headed by V. E. Rossiter, Sr., pres- 
ident, Bank of Hartington, Harting- 
ton, Nebraska. Mr. Rossiter said the 
primary objective of the Farm In- 
come Study Committee will be to 
“assemble pertinent information in 
regard to farm income and to relate 
this information to banking.” 

The information will be submitted 
to the IBA’s executive council for 
possible subsequent consideration of 
the entire membership. 

“It is an established fact that 87 
per cent of the fluctuations in de- 
mand deposits in rural banks is due 
to the variations in farm income,” 
Mr. Rossiter said. “It is also widely 
recognized that the agricultural seg- 
ment of our economy is subject to 
the most extreme variations of in- 
come, of all the segments.” 

He said that at the end of 1960 
“we had fewer farm operations— 
3.7 million—than at any other time 
in history. These farmers owed more 
money, collectively and individual- 
ly, on the average—$24 billion— 
than at any other time in our history. 
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Also, they had the narrowest margin 
of profit—3.02 per cent—and less 
relative ability to repay their debts 
than at any other time in the last 
half century.” 

He added that net farm income 
showed an average decline of 22.1 
per cent since the years 1947-49, 
while national income had risen an 
average of 96.2 per cent on January 
1, 1961. 

First meeting of the Farm Income 
Study Committee was held recently in 
Sauk Centre, Minnesota, where IBA 
headquarters is located. 

Committee members include E. E. 
Manuel, president, George State 
Bank, George, lowa and Pat Du- 
Bois, executive vice president, First 
State Bank, Sauk Centre, Minnesota. 

Other committees and their mem- 
bers include the following: 


LEGISLATIVE—Chairman R. 
L. Mullins, president, The Wolfe 
City National Bank, Wolfe City, Tex- 
as; Ben H. Ryan, president, The 
State Bank of East Moline, Illinois; 
W. J. Bryan, vice president, Third 
National Bank, Nashville, Tennessee; 
D. Emmert Brumbaugh, president, 
The First National Bank, Claysburg, 
Pennsylvania and L. M. Stenehjem, 
executive vice president, First In- 
ternational Bank, Watford City, North 
Dakota. 

SAVINGS AND LOAN ASSO- 
CIATIONS—Chairman Ralph L. 
Zaun, executive vice president, Graf- 
ton State Bank, Grafton, Wisconsin; 
R. E. Gormley, vice president, Geor- 
gia Savings Bank and Trust Com- 
pany, Atlanta, Georgia; C. Herbert 


Cornell, president and trust officer, 
Fidelity Bank and Trust Company, 
Minneapolis, Minnesota; Robert R. 
Eldred, executive vice president, Com- 
munity National Bank, Pontiac, Mich- 
igan and S. R. Barber, president, 
Wellman Savings Bank, Wellman, 
Iowa. Paul D. Lagomarcino of Wash- 
ington, D.C., continues as committee 
counsel, 

GOVERNMENT FISCAL POL- 
ICY—Chairman 0. K. Johnson, 
president, Whitefish Bay State Bank, 
Whitefish Bay, Wisconsin; Howard 
P. Parshall, president, Bank of the 
Commonwealth, Detroit, Michigan; 
E. J. Bannon, president, Purdue Na- 
tional Bank, Lafayette, Indiana; 
James H. Clarke, vice president, 
American National Bank and Trust 
Company, Chicago, Illinois; Alan R. 
Morse, president, United States Trust 
Company, Boston, Massachusetts and 
Harry Harding, president, First Na- 
tional Bank, Pleasanton, California. 

BANK STUDY—Chairman Bill 
Kirchner, executive vice president, 
Richfield Bank and Trust Company, 
Richfield, Minnesota; Van Vechten 
Shaffer, president, Guaranty Bank & 
Trust Company, Cedar Rapids, Iowa; 
Glenn Yaussi, president, National 
Bank of Commerce, Lincoln, Nebras- 
ka; Herbert Beck, president, The 
Franklin Park Bank, Franklin Park, 
Illinois and Julian Fant, president. 
Riverside Bank, Jacksonville, Florida. 

SEMINAR FOR SENIOR 
BANK OFFICERS—Chairman W. 
C. Clary, Jr., president, Bank of Toc- 
coa, Toccoa, Georgia; S. F. Babing- 
ton, president, Brookhaven Bank and 
Trust Company, Brookhaven, Missis- 
sippi; N. Russell Johnson, president, 
Wichita State Bank, Wichita, Kans- 
as and George A. Macomber, presi- 
dent, Cambridge Trust Company, 
Cambridge, Massachusetts. END 
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What do little girls talk about 
in Mexico? Other girls...and boys... and 
dresses and dances...and boys...and the 
new science teacher. . . and boys. 

That’s what little girls talk about. 

Down at Hardin Junior High School in 
Mexico, Missouri, these little girls talk about 
serious things, too. About their grades, their 
homework ... their ambitions as they climb 
the academic ladder. And they are increasingly 
more conscious of their roles as citizens of the 
world. And this seriousness is good for America. 

Brad Brett, President of the First National 
Bank of Mexico, is proud of the part his bank 
has played in developing Mexico’s outstanding 
public school system. 

“Did you know,” Brad asked, “that L. B. 
Hawthorne, one of our directors, was superin- 
tendent of schools for over 40 years...and that 
one of our newer schools is named for him?” 

Brad Brett himself served on the Mexico 
School Board for four years and Executive 
Vice-President, Jim Cooper, was a member for 
Six years. 

Most recently, the bank was active in plan- 
ning and advising on the sale of $800,000 in 
general obligation bonds approved by the com- 
munity for additions and remodeling to the 
various schools in Mexico. 


Brad Brett said, ““We switched our Chicago 
account over to the American National for 
several reasons. First of all, we wanted to do 
business with a strong, aggressive, independent 
bank whose philosophy of doing business was 
similar to our own. We were also very much 
impressed with the kind of people who repre- 
sented the American National Bank in our 
territory. 

‘‘We believed that we could rely on their good 
judgment and willingness to perform many un- 
usual services for us. We’re a small-town bank 
and we need a strong banking connection... but 
one whose officers treat us like we’re their most 
important account. We get that feeling from our 
dealings with the American National Bank.” 

Brad Brett is right. At the American 
National, every account is our most important 
account. Yours can be, too. 


FIRST CLASS BANKS HELP GROW 


2.4? FIRST CLASS CITIZENS 


American National Bank 
and Trust Company of Chicago 


La Salle at Washington, Chicago, Illinois 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


American National Bank Assistant Vice-President, Ev Dovale, is flanked by Executive Vice President, 
Jim Cooper (left) and President, Bradford Brett (right) of the First National Bank of Mexico at the bank 
entrance discussing business conditions in ‘‘Little Dixie.” 








THE 
SPROUTING POWER 
OF THE — 
PENSION FUNDS 


BY PAUL D. LAGOMARCINO 


Member, District of Columbia Bar 


The assets of pension funds have 
grown so rapidly in just the last 
several years that they have become 
a major factor in the money mar- 
ket. 

This growth—which shows no 
signs of abating—indicates the funds 
in the years ahead will become in- 
creasingly competitive with existing 
financial institutions in certain areas 
of lending. 

Although we all speak of an aware- 
ness of the growth of these funds, 
it is not until we obtain and weigh 
the actual dollar data that the vast- 
ness of this growth can be appre- 
ciated, 

To consider the most recent avail- 
able date, at the end of 1960 the 
assets of all public and private pen- 
sion funds totaled $106 billion, and, 
of this, private pension funds had 
$50 billion. 

Of the private pension funds, the 
non-insured corporate fund had as- 
sets of $28.7 billion. By way of com- 
parison, only a decade earlier, in 
1950, assets of all public and pri- 
vate pension funds were $37.5 bil- 
lion, private pension funds were 
$11.7 billion and non-insured cor- 
porate pension funds were $5.5. bil- 
lion. 

In the latest year, 1960, assets in 
all funds increased by $8.8 billion. 
This is 114 times larger than the 
growth in time deposits in all com- 
mercial banks in that year and over 
$1 billion more than the share ac- 
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count growth of all savings and loan 
associations. 

Moreover, the growth in the as- 
sets of the pension funds in the 
years 1950-1960, inclusive, actually 
exceeded all individual, partnership 
and corporation time deposits in all 
commercial banks in the United 
States at the end of 1960. 

Looking at the investment port- 
folios of the corporate pension 
funds, corporate bonds constituted 
slightly under one-half of total as- 
sets of $28.7 billion in 1960, com- 
mon stock holdings made up one- 
third, and investments in preferred 
stocks, government securities and 
mortgages the remainder. 


Policy Effects 


In the last five years, the invest- 
ment policy of the funds has dic- 
tated (1) decreasing investment in 
U. S. Government securities, both 
in terms of dollar amount and in 
relation to total assets; (2) main- 
taining approximately the same rela- 
tive position in corporate bonds, and 
(3) almost doubling the relative posi- 
tion in common stocks, 

This policy reflects the admitted 
desire of pension fund managers ‘to 
increase their average rate of return 
on investment. This rate was 3.64 
per cent in 1960, a figure represent- 
ing a rate only 0.04 per cent above 
the average of the last five years of 
3.60 per cent, however. 

To increase yield, pension fund 





managers are turning their atten- 
tion more and more to the home 
mortgage. Mortgage holdings of the 
corporate pension fund alone in- 
creased between 1955 and 1960 from 
$146 million to $753 million, or by 
515 per cent. 

Mortgage holdings increased in the 
year 1960 by $177 million, which 
exceeds the total of all mortgages 
held five years before in 1955. 

At the end of 1959, mortgages 
made up 2.3 per cent of the assets 
of corporate pension funds. In the 
year 1960, however, 5.2 per cent of 
new money in these funds was 
placed in mortgage holdings, or 
more than double the previous in- 
vestment. 

The funds’ average rate of return 
of 3.60 per cent over the last five 
years should increase as soon as 
enough new money is pumped into 
mortgages to make itself felt in the 
averages. 

There is always an element of dan- 
ger in predicting the amount of a 
future figure by using the percent- 
age growth between a small start- 
ing figure and an ending figure 
which is still small but relatively 
much larger than the starting one. 

However, in this case it seems 
safe to rely on such a projection, 
because there is every indication that 
the growth experience of pension 
funds will be maintained in the com- 
ing years. 

If this is so, mortgage holdings of 
the corporate pension funds alone 
will total $3.9 billion by the end 
of 1965, or an average increase per 
year of $625 million. 

If this past growth in the mort- 
gage holdings of the corporate pen- 
sion fund is applied against pro- 
jected future assets of all private 
pension funds, these could show an 
annual increase in mortgage hold- 
ings of $1.09 billion in the next 
five years. 


Fact of Life 


Increasing acceptance of the pen- 
sion fund as a fact of business life 
at almost all industrial and com- 
mercial levels, together with the in- 
evitable pressure to increase con-. 
tributions to the funds where they 
presently exist, means the growth 
rate of these funds doubtless will be 
maintained. 

In connection with mortgage in- 
vestment, increased efforts are being 
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made to channel a relatively great- 
er portion of these funds into the 
mortgage market. 

Some evidence of these efforts lies 
in the testimony of James B. Carey, 
president of the International Union 
of Electrical, Radio and Machinery 
Workers, AFL-CIO, and a vice pres- 
ident of the AFL-CIO, in late May 
of this year. 

At that time Mr. Carey was tes- 
tifying before a Special House Sub- 
committee on Labor upon the pro- 
posed new Welfare and Pension 
Plan Disclosure Act. 

The main thrust of his testimony 
was that pension plan managers 
should make complete and early dis- 
closure of investments being made 
so that the unions might be better 
able to work for a program of in- 
vestment in mortgages. 

Mr. Carey stated that these in- 
vestments would provide a “greater 
return” than existing ones, were a 
“worthwhile risk,” and would serve 
a “socially useful purpose.” He 


stated these “huge” funds could be- 


come a “tremendous pool for mid- 
dle income housing.” 


Other Steps 


Labor union leaders also have 
taken other steps to increase hold- 
ings of mortgages by their affiliates. 
In August, 1960, the AFL-CIO an- 
nounced plans to channel increasing 
amounts of funds into mortgage 
paper. 

To implement this decision, in 
early March of this year, its execu- 
tive council authorized the forma- 
tion of an Investment Counselling 
Department to encourage and to ad- 
vise its affiliates in investing in mort- 
gages. 

It would be difficult to deny that 
in just the last few years the pen- 
sion funds have come of age and 
are making themselves felt as an 
important source of money. 

By 1970, the assets of private pen- 
sion funds will total about $210 bil- 
lion, and the assets of all pension 
funds about $320 billion. 

Until now, the commercial bank- 
ing system has been relatively un- 
affected by the growing power of 
the pension funds. 

However, it would be wishful to 
conclude that this situation can con- 
tinue as long as both the assets of 
the funds and the desire for greater 
return upon them grow. END 
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12th Fed IBA Elects 


Californian President 


A. A. Milligan, president of the 
Bank of A. Levy, Oxnard, Califor- 
nia, has been elected president of 
The Independent Bankers Associa- 
tion of the Twelfth Federal Reserve 
District. 

William W. Knox, president, 
Glenns Ferry Bank, Glenns Ferry, 
Idaho, was elected vice president 
and James H. Stanard, vice presi- 
dent, The First National Bank of Mc- 
Minnville, Oregon, was _ re-elected 
secretary-treasurer. 

The officers were elected at a re- 
cent meeting of the executive coun- 
cil in San Francisco. 

Two members of the executive 
council were re-elected by the As- 
sociation, which uses a mail ballot 
system. They are Eugene Overfelt, 
president, Gunnison Valley Bank, 
Gunnison, Utah, and Paul W. Miller, 
president, Citizens State Bank, Puy- 
allup, Washington. 

New members of the council are 
Virgil E. Solso, president, Citizens 
Bank of Oswego, Oregon; G. E. 
Yenor, vice president and cashier, 
First National Bank, St. Maries, 
Idaho and P. Leroy Peterson, pres- 
ident, Security State Bank, Turlock, 
California. 

Harry J. Harding, president, The 
First National Bank of Pleasanton, 
California, is honorary president of 
the Association. 

Outgoing president Robert W. 
Franz, vice president and cashier, 
First State Bank of Milwaukie, Ore- 
gon, was elected councilman-at- 
large. 

Commenting on Association activ- 
ities during his year in office, Mr. 
Franz said in cooperation with other 
organizations, “we helped lay the 
foundation for this year’s concerted 
drive to obtain tax equality among 
all competing financial institutions.” 

He said through the Association’s 
federal legislative committee “we 
have vigilantly observed the results 
of the Bank Holding Company Act of 
1956 and the Bank Merger Act of 
1960. 

“We have pursued the enforce- 
ment of these laws through numer- 
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ous conferences and contacts with 
the respective federal agencies re- 
sponsible for their interpretation 
and enforcement. 

Commenting further on the events 
of the past year, Mr. Franz said “a 
cordial and harmonius relationship 
has been maintained with the eastern 
Independent Bankers Association. 

“Our federal legislative policies 
have continued to be parallel and 
we have presented a unified front 
on behalf of independent banking 
before Congress. 

“The re-issue of a combined mem- 
bership directory of both the eastern 
and our own Association provides an 
up-to-date list of independent banks 
that are working together in a com- 
mon interest. This directory should 
be helpful in the matter of refer- 
rals. With a number of new banks 
recently organized or in process of 
organization, we hope te add to the 
list of our own members in future 
issues.” 

He said the efforts of the officers 
and executive councilmen “have 
been rewarded with a 100 per cent 
membership in the states of Idaho, 
Oregon and Nevada.” END 
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Mullins Speaks for IBA in Favor 


of Auto Finance Divorcement Bill 
tells House group of pressures from GM on dealers 


Pressures are being put on locally franchised General 
Motors dealers to either channel their time-payment 
sales through General Motors Acceptance Corporation 
or suffer some kind of penalty, a spokesman for The 
Independent Bankers Association has charged before the 
House Antitrust Subcommittee. 

R. L. Mullins of Wolfe City, Texas, chairman of the 


IBA’s Legislative Committee, testified recently for the - 


IBA in support of H. R. 71, which would prohibit all 
auto manufacturers from retail financing and insuring 
of their products. 

Other witnesses who have testified before the Sub- 
committee since hearings opened early in June have in- 
cluded bankers, representatives of auto manufacturing 
firms, finance company representatives, and government 
officials. 

The bill was introduced by Representative Emanuel 
Celler, New York Democrat, who is chairman of the 
Antitrust Subcommittee. Senator Estes Kefauver (D., 
Tennessee), has entered a similar bill. Hearings on 
similar measures have been held during previous ses- 
sions of Congress. 

General Motors Acceptance Corporation has been the 
principal target so far in the hearings. 


Captives of GM 


Mr. Mullins, president of The Wolfe City National 
Bank, said because of pressures on local dealers, fewer 
automobile loans are being channeled to banks. 

“This pressure is not direct or by threat,” Mr. Mullins 
said. “It is probably entirely by implication but it is, 
nevertheless, effective.” 

He told the Subcommittee that in preparation for tes- 
tifying he had telephoned 15 or 16 bankers in several 
states. 

“More than one banker called the dealers ‘captives’ 
of General Motors and GMAC,” Mr. Mullins said. “If 
a dealer chooses to route too much paper to a local 
bank or to a smaller finance company, he may suffer 
delays in delivery of much-needed cars. 

“Of course, there seems to have been lately no real 
scarcity of cars, as such, but a dealer may have cars 
on his floor which are not the color his customer wants 
or may not have the desired accessories or have too 
many accessories. 

“When the need for a special color comes up, the 
dealer may find himself suffering an unusual delay, 
because he has not ‘cooperated.’ ” 

Mr. Mullins quoted one banker as saying that al- 
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though one of his directors was an automobile dealer, 
“even with this connection it was virtually impossible 
to get any of the dealer’s paper.” 

He said another banker stated that a purchaser in his 
town could actually get a better deal by buying his new 
car on terms instead of paying cash because of the 
“kickback.” 

“I cannot say how much the kickback is,” Mr. Mullins 
said, “but it has been suggested that it is 25 per cent 
of the financing charge.” 


Low Rates No Help 


Some bankers said that even with lower rates than 
that offered by GMAC, the paper still did not come to 
them, Mr. Mullins testified. 

“A 414 per cent bank rate versus a 6 per cent GMAC 
rate would not get business in some localities because 
the dealer would still channel the paper through GMAC,” 
the IBA official said. “Whether this is because the dealer 
shares in the charges or because of alleged pressure, 
or both, such placement of instalment paper goes on.” 

Mr. Mullins explained that he concentrated mainly 
on GMAC in his testimony, and not on other similarly- 
owned companies, because in some communities other 
companies are not presently a factor and because only 
one or two of his banker friends mentioned other 
companies in their conversation. 

He said that without exception, he was told that the 
keenest competition comes from GMAC and franchised 
dealers who favor or solicit business for GMAC. 


Giants Bear Watching 


“It is my opinion that the relationship between finance 
companies wholly-owned by automobile manufacturing 
companies naturally tends to be monopolistic,” Mr. Mul- 
lins said. “It would run contrary to human nature for 
the two not to’ have some kind of alliance for getting 
business, one for the other.” 

Mr. Mullins backgrounded his remarks by presenting 
his general views on the subject of monopoly. 

“I would say that it is unfair to just categorically 
say that everything big is bad,” he told the Subcommit- 
tee, “and, of course, everything that is big is certainly 
not monopolistic. 

“However, I do feel that when big business gets to 
be giant business, and sometimes even before, it will 
bear watching. Sometimes it needs to be curbed. 

“Vast accumulations of money, enormous sales vol- 
umes and/or the exchange of tremendous amounts of 
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money, as in the purchases of supplies for a war effort— 
all these things are an invitation to abuse.” 

He said management of big enterprises “become ena- 
mored or enchanted with bigger sales figures, more re- 
turn on capital investment, bigger general ledger figures, 
a better record for the board of directors and in the 
rat race to become the biggest, or to show higher and 
higher gains each year, men sometimes fall into error. 

“I believe that this was demonstrated recently in the 
unfortunate price-fixing scandals in the electrical man- 
ufacturing business. I cite the incident to illustrate the 
pressure under which men associated with big business 
sometimes operate and which colors their thinking. 

“Some of these men, I am sure, felt that they just 
had to do the things they did, in order to stay in 
the swim and make the grade. Their acts might be said 
to be part of a feeling that they must retain a kind of 
status within their industry, at all costs. The cost, of 
course, turned out to be heavy.” 


Significant Decision 


Mr. Mullins discussed the recent Supreme Court de- 
cision relating to the divestiture of General Motors 
stock by the du Pont interests. 

“I am certainly not qualified to say whether there 
is a parallel between the relationship between the du 
Pont interests and General Motors, and the relationship 
between General Motors and General Motors Acceptance 
Corporation,” he said. 

However, speaking as a layman, Mr. Mullins said, “I 
attach no little significance” to the Supreme Court de- 
cision. 

“If there is a parallel situation, then the time would 
seem opportune for the enactment of H. R. 71. If the 
situation is not parallel, it is still much-needed legisla- 
tion.” 

Mr. Mullins concluded his testimony by stating that 
both General Motors and GMAC “are big enough by 
this time to stand on their individual feet and compete 
for business with local banks, local insurance agents and 
smaller finance companies without assistance or pres- 
sure of any kind. 

“I believe that the connection between any automobile 
manufacturer and its wholly-owned finance company tends 
to restrain free and open competition for automobile 
instalment financing and the insurance of automobile 
purchases on time and is against the common interest.” 


Reduction in Auto Price 


Lee Loevinger, the Justice Department’s chief trust- 
buster, told the Subcommittee that he believed enactment 
of H. R. 71 “would result in more competition and 
eventually a reduction in the price of automobiles.” 

He said GMAC now enjoys a real competitive ad- 
vantage over independent finance companies and the 
independents only get about 15 per cent of all financing 
by General Motors’ dealers on new cars. 

“When General Motors, the largest automobile man- 
ufacturer in the world, owns GMAC, the largest sales 
finance company in the world, it is plain that such a 
manufacturer has important competitive advantages over 
other manufacturers,” he said. 

Mr. Loevinger said the Justice Department has been 
working on the General Motors problem for 23 years 
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and that “legislative action would certainly be swifter 
and more certain than any possibility offered by litiga- 
tion” in the courts. 


Out Instead of In 


Paul Jones of Wilmette, Illinois, chairman of the 
American Finance Conference and president of Glen- 
view (Illinois) State Bank and ASC Corporation of 
Marion, Indiana, declared that the legislation proposed 
“would not be revolutionary,” for gradually all manu- 
facturers would become strong, since “competition would 
be on price, and administered prices would be elimi- 
nated.” 

He testified that “prices then would start to go down,” 
for “GM would price to make normal profits,” and “we 
would be shipping cars out of this country instead of 
in.” 

Mr. Jones said that “if we are not working for a 
free market place, we don’t belong here. We are ready 
to stand or fall on our ability to do business in a free 
marketplace. We think that the automobile manufactur- 
ers should have to be equally committed to a free 
marketplace.” 


A Page From GM 


Another banker, Charles B. Whiteside, vice president 
and director of Merchants National Bank, Fort Smith, 
Arkansas, discussed the emergence of automobile manu- 
facturers other than General Motors into the finance and 
insurance fields. He said that while his bank has dili- 
gently solicited General Motors dealers for business, it 
has no GM accounts. 

Mr. Whiteside said that since February, 1959, Ford 
Motor Company has been underway with its captive 
finance company, Ford Motor Credit Company and the 
American Road Insurance Company. 

“I am sure this operation will be conducted in the 
same manner as General Motors Acceptance Corpora- 
tion,” Mr. Whiteside said. 


























Mr. Whiteside said a method of controlling dealers is 
“by the harassing method of delays, changing of forms 
and agreements, etc., on a dealer’s wholesale on new 
car inventory, which I presume Ford Motor has now 
started doing by taking a page out of the GM method 
of operations along these lines.” 

He said that while his bank’s relations with other 
motor vehicle manufacturers for handling wholesale 
financing have been splendid in the past, especially 
with American Motors, these firms are worried “by the 
big two captive finance company operations.” 

Mr. Whiteside said he was not protesting because of 
competition as to rates, reserves or services, but rather, 
the lack of it, brought on by manufacturers with their 
captive finance and insurance companies. 

“T still believe that without passage of this bill, 
General Motors will continue with GMAC, Ford Motors 
will continue with Ford Motor Credit Company, Chrysler 
will probably be forced to form their captive Chrysler 
Credit Company, and American Motors will be compelled 
to expand Redisco into all phases of financing motor 
vehicles,” Mr. Whiteside said. “Redisco” is American’s 
financing subsidiary. 


Following this, he said, “independent finance com- 


panies will be out of the motor vehicle finance business 
for all practical purposes.” 
Special Violation Privilege 

Former Assistant Attorney General Thurman Arnold 
testified that General Motors has a “special privilege 
to violate the antitrust laws with impunity” through its 
ownership of GMAC. 

He said the GM-GMAC combination is a “more flagrant 
violation of the Clayton Act than the du Pont—General 
Motors combination” and the only way to remove the 
“unjustified immunity” of GM-GMAC from antitrust 
laws is through Congressional legislation. 

Dr. Ray E. Dawson, associate professor of banking 
and finance at Western Reserve University, Cleveland, 
Ohio, testified that unless Congress defines the rules 
under which the automobile industry’s “economic game” 
can be played, Chrysler, American Motors and Stude- 
baker-Packard may be driven out of business. The re- 
sult would be governmental regulation and price con- 
trol, he said. 


Dealers’ Earnings Plummet 


Robert R. Snodgras, president, Atlas Finance Com- 
pany of Atlanta, Georgia, told the committee “com- 
petitive conditions in the automobile industry long have 
weighted heavily in favor of General Motors because 
of the factory financing situation” of its operations. 

He urged prompt action on legislation that would 
prevent auto makers from owning finance and insurance 
subsidiaries. He said that while GM and the Ford Motor 
Co. earned about 15 per cent of volume last year the 
nation’s car dealers earned only 14 of 1 per cent be- 
fore taxes on their volume. 


Local Communities Weakened 


Representative Wright Patman told the committee that 
H. R. 71 is a good bill “because it will restrain mon- 
opolistic practices and permit continued survival of 
locally-owned business institutions in our nation’s com- 
munities.” 
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“One of the country’s biggest problems is the weak- 
ening and even the destruction of the economies of our 
local communities,” Mr. Patman said. “This practice of 
permitting automobile manufacturers to own and con- 
trol the financing of the product they manufacture is 
further evidence of the fact that the Main Streets in 
the communities of our nation are being run by Wall 
Street. 

“It is further destruction of free competition in private 
enterprise and must be halted if the smaller communities 
of our country are to have vigorous and prosperous 
economies to support the daily needs of community 
life. A continuation of the present practice will probably 
result only in a great clamor and demand from our 
cities for further federal aid.” 


Must Turn To Government 


Mr. Patman said the bleeding of funds from local 
banks and from local finance companies “also bleeds 
the communities of the revenues they need to grow 
and prosper. It is one of the factors that is drying up 
normal community life.” 

He said the automobile dealers should be fighting 
for H. R. 71, because if the automobile manufacturers 
are not stopped, “the defeat of this bill would mean 
a firmer grip upon the throats of all the automobile 
dealers in America.” 

Mr. Patman said that when the money-making op- 
portunities are taken away from a community, the fed- 
eral government is the only one that has the power to 
bring part of the dollars back to the local communities 
from where they came, in order to take care of the 
local needs of that community. 

“So I do not think it is a good thing for America,” 
Mr. Patman said. “It is a bad thing for America. If 
we have an America of little businesses locally owned 
and locally controlled and decisions made locally, we 
have a strong America. But every time you take away 
from these local communities that strength, you are 
making it more fertile for socialism, communism, fascism 
or anything else.” 

Mr. Patman said the past history of General Motors 
offers persuasive evidence that it has market power. 


What's Good For GM... 


“There is also evidence that GM has used this market 
power to its advantage and not the public’s, contrary 
to one prominent form of GM’s official declarations that 
‘what is good for GM is good for the country.’ ” 

He said the question of whether this legislation is 
good for the consumer goes back to the basic issue 
of whether we really believe the competitive economy is 
preferable to a monopolistic and cartelized one. 

Unless public action is taken to limit and prevent the 
achievement of vast power, the only alternatives to 
monopoly are, “one, turn the country over to GM, or, 
two, turn GM over to the country,” Mr. Patman said. 
“Both alternatives are abhorrent to me. 

“We must make every reasonable effort to preserve 
competitive market structures which will demand de- 
sirable social performance. Action is called for now. 
This is too urgent a matter to put off for another decade 
or more. The country cannot afford further delay.” 

END 
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The Old Man and his cashier drove 
over one afternoon about closing 
time and announced that they want- 
ed some information about the clas- 
sification of loans. The Old Man’s 
interest was prompted by a desire to 
know definitely his bank’s interest 
income from its different lines of 
credit. 

“I heard your cashier say a few 
years ago that your bank kept a 
break-down record of its income 
from all loan categories and that it 
was a rather simple operation. Could 
you tell us about it and how you 
managed to keep it simple?” 

“Well, yes. Our cashier worked 
it out, but I am familiar with it be- 
cause every time I make a loan I 
am part of the system. I assure you 
that it is very simple.” 

“I presume that every bank places 
a number on every note and/or ob- 
ligation representing borrowed 
money. Such numbering is the key 
to our system. A prefix can be placed 
in front of the number or a suffix 
placed after the number as each loan 
is made. If a loan officer doesn’t 
know how to classify a loan when 
he makes it, he never will know. 
The time to classify it is the instant 
the note is made, not later.” 

“Make it a little clearer, will 
you?” 

“Well, you are in a corn and 
cattle country. You make most of 
your loans to farmers and cattle- 
men, both secured and unsecured.” 

“Yes. We, also, make personal 
loans, real estate loans, appliance 
loans, automobile loans. I was under 
the impression that we should know 
our income from each.” 

“Okay! Let’s make a list and give 
each loan classification a number. 
A secured loan to a farmer, we will 
call Number 1; an unsecured loan 
to a farmer, call Number 2; a se- 
cured cattle loan, call Number 3; 


an unsecured cattle loan, call 4; a 
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loan to a merchant or commercial 
business, call 5; direct loan to fi- 
nance a car, call 6; auto loans through 
dealers, call 7; a personal loan, one 
name, unsecured, call 8; real estate 
mortgage loan, call 9; FHA Title 
I, Improvement Loan, call 10. 

“Follow these with as many clas- 
sifications as desired. Finally, as- 
sign a number to U. S. Bonds, one 
to Federal Agency Bonds and one 
to Municipal Bonds. We have 21 
divisions, but could have 30 or 40, 
depending upon how fine we want 
our statistics. When a loan is made, 
the officer puts a digit and a dash 
just in front of the number that the 
Loan and Discount teller will use 
when the loan is numbered and en- 
tered on the Discount Register. 

“After the loans are entered, they 
are assorted by these codifying pre- 
fixes and the interest in each cate- 
gory is totaled. On a large columnar 
pad, with appropriate headings, the 
total interest for each classification 
is entered and cross-totaled, to see 
that the broken-down figures balance 
with the gross interest income for 
the day. ; 

“Rebates are classified when they 
are made, while the note is in hand, 
and the information recorded on the 
debit to interest. Such rebates, of 
course, are subtracted daily, in red, 
in the proper column. Once a month, 
this columnar pad is carefully 
checked against gross income for 
correctness. It is really very simple.” 

“Sounds pretty simple,” the Old 
Man said. “When did your cashier 
set up your record?” 

“The idea originated while making 
an earnings and dividend report. It 
was started January 1, 1939. It is well 
to start on January Ist or July Ist.” 

‘“‘Have you ever made any 
changes?” 

“Yes, we started with suffixes A, 
B, C, D, and so on, instead of pre- 
fixes 1, 2, 3, 4, but when we went 


Old Man Elated Over 
Loan Classifying Idea 


to machine posting of our liability 
ledger we wanted to encode the clas- 
sification on that record and we 
changed to numbers, which could be 
machine printed. After ten years, we 
set up a charge-off and recovery rec- 
ord, using the same prefixes. 

“We can tell what breakdown of 
our loans produces the most income 
and which produces the most losses. 
It probably takes fifteen minutes a 
day of record keeping. Each officer 
has a loan classification card on his 
desk to help him classify every loan 
made, the minute it is made. 

“In an hour or two, after having 
determined and set up the classifica- 
tions you want to use, you can clas- 
sify and encode every present note 
in your bank. This would be for 
the charge-off record. You are ready 
then for rebates and interest income 
classification. The daily interest in- 
come is recorded on the columnar 
pad, and at the end of the first 
6-months, or 12-months period, you 
are in for two surprises.” 

First, the ease with which in- 
formation is extracted and recorded 
and, second, you will likely have to 
change your mind about some 
sources of income. We thought that 
two-thirds of our income was from 
farm and cattle loans. Those turned 
out to be a bare forty per cent.” 

His cashier had been talking to 
our Loans and Discount teller while 
the Old Man and I talked. He came 
back wearing a wry sort of smile. 

“Can you do it?” the Old Man 
asked. 

“Simplest thing I ever saw,” he 
replied. “All my trouble will be with 
you and the vice president.” 

“If you will classify the loans as 
you make them, we can extract the 
information. If you don’t, it’s no 
good.” 

“I promise,” the Old Man said, 
“and I will see that the others do 
their part.” END 
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FRB Authorizes Fourth Bank 
Holding Company in Wisconsin 


Decision Brings Strong Dissent from Governor Robertson 


A fourth holding company was 
sanctioned in Wisconsin by the Fed- 
eral Reserve Board recently when 
it approved an application from Cen- 
tral Wisconsin Bankshares, Inc., of 
Wausau to obtain 80 per cent or 
more of the First American State 
Bank and The Wisconsin Valley 
Trust Company, both of Wausau. 

The decision brought a strong dis- 
sent from Federal Reserve Board 
Governor J. L. Robertson, who de- 
clared the action “contrary to the 
real purpose of the Bank Holding 
Company Act—to regulate the ex- 
pansion of bank holding companies 
so as to prevent undue concentra- 
tion of control of banking resources 
of such companies.” 

Besides First American State and 
Wisconsin Valley Trust, Wausau has 
a third bank, the Citizens State Bank 
& Trust Company. The Wisconsin 
Valley Trust Company does not do 
a commercial banking business and 
the First American State Bank does 


not have trust powers. 


Complementing Services 


In the Board’s majority opinion, 
it was admitted that the record does 
not show that there is at present an 
unserved banking service need in 
respect to the residents of the Wau- 
sau area. 

“However,” the Board said, “there 
is evidence that the recent business 
expansion in the Wausau area has 
created demands for more conven- 
ient and coordinated general bank- 
ing and fiduciary services than are 
presently offered. 

“Operation of the two banks with- 
in the holding company system pro- 
posed, each complementing the serv- 
ice offered by the other, would ap- 
pear to serve more conveniently the 
banking needs of the area than do 
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the two institutions operating inde- 
pendently. 

“Further, in relation to the evi- 
denced growth of business enter- 
prises in the Wausau area, with a 
corresponding increase in demands 
for larger loans, additional capital 
required by either bank might be 
secured more economically and ad- 
vantageously through the holding 
company than could be secured by 
the banks individually.” 

The city of Wausau, with a pop- 
ulation of about 32,000, is the coun- 
ty seat of Marathon County. There 
are offices of 13 banks in the county, 
which has a population of 88,900. 


Competition Not Hurt 


“The proposed affiliation of First 
American with Wisconsin Valley 
Trust Company under Central Wis- 
consin Bankshares control will not 
result in an appreciable elimination 
of competition for either deposits 
or loans in the Wausau area or in 
the larger Marathon County area,” 
the Board said. “Wisconsin Valley 
Trust Company’s loans outstanding 
at December 31, 1960, while rep- 
resenting a substantial portion of its 
total resources, were less then 7 per 
cent of First American’s loans. 

“At the same date Wisconsin Val- 
ley Trust held 3 per cent of the 
IPC deposits of banks located in 
Wausau, and 2 per cent of such de- 
posits of all banks serving Marathon 
County. 

“Thus, competition between the 
two proposed subsidiaries for de- 
posits and loans is relatively insig- 
nificant. 

“As to trust business, of the two 
banks, only Wisconsin Valley Trust 
offers this service. While Wisconsin 
Valley Trust holds a dominant po- 
sition in the trust field both within 


Wausau and Marathon County and 
in ten other nearby counties, within 
the 1l-county area, five other banks 
compete for trust accounts, includ- 
ing Citizens State Bank and Trust 
Company in Wausau and three 
banks located within 35 miles of 
Wausau.” 

The Board said approval of the 
application “would combine under 
common ownership and control the 
fiduciary facilities of Wisconsin Val- 
ley Trust Company and the com- 
mercial banking facilities of First 
American State Bank, resulting in 
an additional combined source of 
broadened banking service available 
to the Wausau area.” 

It was reported that the Comp- 
troller of the Currency has given 
preliminary approval for the estab- 
lishment of a national bank to be 
located in Wausau within one or 
two blocks of First American and 
Wisconsin Valley Trust. 

“Thus, it appears that approval of 
this application will not adversely 
affect the level of presently existing 
banking competition within the city 
of Wausau.” 

The Board further stated that 
banking facilities of sufficient num- 
ber and size presently exist in the 
areas beyond Wausau to meet gen- 
eral banking requirements and offer 
effective competition to First Amer- 
ican and Wisconsin Valley Trust. 

Robertson’s Dissent 

In his dissent, Governor Robert- 
son said that in previous Board de- 
cisions, it has been pointed out that 
the Federal Reserve Act “refers not 
to the size of the banks involved 


in a particular proposal but, rather, 
to the concentration of control of 
banking resources by a holding com- 
pany. 
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“The fact, therefore, that the pro- 
a holding company system’ $ size 
will reflect merely the size of the 
banks it controls cannot serve to min- 
imize the potential danger inherent 
in such control by a holding com- 
pany. The presence of this danger 
in the instant case is what principally 
impels my dissent from the major- 
ity’s decision.” 

He said the nearest cities of com- 
parable size to Wausau are located 
75, 90 and 95 miles distant. 

“Upon consummation of this pro- 
posal,” Governor Robertson said, 
“the resulting bank holding com- 
pany will control two of the three 
banking offices in Wausau, approxi- 
mately 75 per cent of the total de- 
posits of individuals, partnerships 
and corporations and 75 per cent 
of the total loans of all banks in Wau- 
sau. 

“In addition, the holding company 
will control a large majority of the 
total trust business conducted by the 
banks located in the trust business 
primary service area of Wisconsin 
Valley Trust Company.” 


Purpose Precluded 


Mr. Robertson said the attainment 
of the Congressional purpose in 
passing the Bank Holding Company 
Act “is effectively precluded by ap- 
proval of this application with its 
attending concentration of control of 
banking resources in the holding 
company system. 

“A transaction that would result 
in such a degree of concentration of 
banking resources, regardless of the 
size or makeup of the area con- 
cerned, is not, prima facie, in accord 
with the public interest. 

“The record before the Board con- 
tains evidence of existing competi- 
tion between the proposed subsid- 
iaries for time deposits and for mort- 
gage and commercial and industrial 
loans that will be eliminated by this 
approval. 

“While First American State Bank 
is by far the dominant of the two 
banks in total volume of such busi- 
ness, the fact remains that each com- 
petes with the other for this busi- 
ness and that such competition will 
be eliminated by the affiliation ap- 
proved. - 


Expansion Unlikely 


“In urging the lack of present 
competition between the two pro- 
posed subsidiaries, great stress has 
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been placed by the applicant upon 
the dissimilarity in the types of busi- 
ness conducted by each—First Amer- 
ican not presently possessing fidu- 
ciary powers and Wisconsin Valley 
Trust Company not authorized to do 
a commercial banking business. 

“The lack of competition resulting 
from these circumstances could 
change, however, should either in- 
stitution expand its scope of op- 
erations into the other’s field.” 

Mr. Robertson said if this hap- 
pens, and the banks continue under 
their present ownership, the banking 
public would then have made avail- 
able to it an additional source of 
service in each field. 

“Under the holding company own- 
ership now approved, the record sup- 
ports the probability that neither ex- 





a feeling of 
security.” 


“Strange case... 


pansion is likely,’ Mr. Robertson 
said. 

“This fact, representing as it does 
a foreclosure of substantial potential 
competition, further strengthens my 
conclusion that this application 


should be denied.” 
Not Persuaded 


Mr. Robertson said he was not 
persuaded toward approval by the 
fact that under common control of 
the commercial banking functions of 
First American and the trust functions 
of Wisconsin Valley Trust the public’s 
normal banking requirements will be 
served by a combined source. 

“This consequence, however pleas- 
ant it may be from the applicant’s 
point of view, does not affect the 
established fact that the community 
of Wausau presently has convenient 
access to complete banking services.” 

He said the claim by Central Wis- 
consin Bankshares that many of 
First American’s customers are pres- 
ently forced to seek fiduciary serv- 
ices outside of the Wausau area is 





“factually unsupported and logically 
unsupportable.” 

“In my judgment,” Mr. Robertson 
said, “it has not been established 
that the combination of these in- 
stitutions will result in any marked 
improvement or enlargement of 
presently existing banking services. 

“Thus, against the substantially 
adverse consequences that I foresee 
in this proposal, I find no offsetting 
favorable considerations that would 
in anywise contribute to the public 
interest.” 


Comparisons 


As of last December 31, the three 
banks in Wausau held aggregate de- 
posits of $74 million, of which $68 
million were deposits of individuals, 
partnerships and corporations. 

First American State Bank, with 
total deposits of $34 million on De- 
cember 31, 1960, ranked 17th in the 
state. Wisconsin Valley Trust Com- 
pany has deposits of $1.3 million, 
almost entirely time deposits, and 
trust assets with a carrying value of 
$29 million. 

The Board pointed out that the 
area from which First American 
State Bank derives over 95 per cent 
of its IPC deposits is coextensive 
with the area from which about the 
same percentage of the deposits of 
Wisconsin Valley Trust Company 
are derived. 

First American holds about 46.6 
per cent of the total deposits of all 
banks in the county, and combined 
with deposits held by Wisconsin Val- 
ley Trust, the percentage would in- 
crease to 48.4 per cent. 

First American holds 44 per cent 
of the total loans of the two banks, 
and First American and Wisconsin 
Valley Trust together hold 47 per 
cent. The three banks in Wausau 
held total deposits at the end of 1960 
of $49 million. Of these, First Ameri- 
can held 70.6 per cent and Wis- 
consin Valley Trust 2.7 per cent. 

On the same date, the two banks 
combined held 75 per cent of the 
total IPC deposits of $44 million 
held by all banks in Wausau, and 
75 per cent of the total loans of 
$21 million held by these banks. 

Three other holding companies 
now operate in Wisconsin, all of 
them in Milwaukee. They are First 
Wisconsin Bankshares, Bank Stock 
Corporation and Marine Corpora- 
tion. END 
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Grass Roots Survey Shows Most 
Bankers Wanting Short-term Bills 


Independent bankers are continu- 
ing to shy away from long-term gov- 
ernment obligations, the latest sur- 
vey conducted by The Independent 
Bankers Association Government 
Fiscal Policy Committee has _re- 
vealed. 

While a majority of bankers said 
they expect to increase their gov- 
ernment holdings during the remain- 
ing months of 1961, some 92 per 
cent of those answering said these 
will be in the less than one-year or 
one- to three-year maturity classes. 
None of the bankers intends to go 
into maturities of over five years, 
according to the survey. 

Some 49 per cent of the bankers 
said they plan to increase their gov- 
ernment holdings during the remain- 
ing months, 3] per cent said “de- 
crease” and 20 per cent said “no 
change.” 

Of the group that plans to in- 
crease its holdings, 49 per cent said 
these will be in the less than one- 
year class, 43 per cent said one- to 
three-year class and 8 per cent plan 
to go into the three- to five-year 
maturity class. 

Some of the reasons for favoring 
the short-term bills were revealed in 
the “comments” section of the ques- 
tionnaire used in the survey. One 
banker said he preferred the shorter 
government bonds “because of the 
high risk asset ratio.” Another ex- 
pressed fears of inflation and was not 
buying government securities matur- 


ing beyond 1963. 
May See Roosa 


Results of the survey, which rep- 
resents the grass roots viewpoint of 
American bankers, were submitted 
to Treasury Under-secretary Robert 
V. Roosa by O. K. Johnson, chair- 
man of the Government Fiscal 
Policy Committee and _ president, 
Whitefish Bay State Bank, Whitefish 
Bay, Wisconsin. 

Mr. Roosa has indicated that he 
may meet with the Committee this 
fall, Mr. Johnson said. 

According to the survey, the re- 
luctance of a majority of bankers to 
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utilize intermediate and long-term 
government holdings as an invest- 
ment medium has not been the re- 
sult of the Federal Reserve Board’s 
new operating policy. 

About 83 per cent of the bankers 
said their decision in this matter was 
not affected by the Fed’s new oper- 
ating policy, while 17 per cent said 
it was. 

A large majority of the bankers— 
87 per cent—said they believed the 
Treasury should continue to actively 
pursue advance refundings as an in- 
tegral part of debt management pro- 
cedure. On the other hand, 69 per 
cent said they would not be inter- 
ested in further extension of their 
maturities by way of advance re- 
fundings during the remainder of 
1961. 

As one banker put it: 

“The practice of advance refund- 
ing should be continued by the 
Treasury because it gives it an op- 
portunity to extend maturities at 
rates favorable to the Treasury. At 
the same time, it affords investors 
an opportunity to avoid the low in- 
come on maturities acquired during 
the low-rate period of three years 
ago. In other words, it has a tend- 
ency to stabilize the government 
bond market without actually in- 
stituting supports.” 

Significantly, 84 per cent of the 
bankers said they believe “rights” 
exchange on U. S. refundings should 
be available for banks. 

One banker said without “rights,” 
bankers are made into gamblers, and 
are encouraged to  over-subscribe 
and discouraged from investing 
wisely the funds of their depositors. 

“The idea of subscribing for two 
or three times as many bonds in 
order to replace maturing bonds 
may be all right for a trader, but 
not for a country banker,” he said. 

Another banker said banks or 
other investors who have consistent- 
ly held governments “are entitled to 
some preference” and are thus “a 
little vexed when they do not have 
the exchange privileges which we 
feel they are entitled to.” 


Of a different opinion was the 
banker who said the absence of 
rights makes it possible for small 
banks to bid on new issues and 
credit their Treasury Tax and Loan 
Account to get deposits. 

Asked to list the percentage of 
their assets in U. S. government se- 
curities, 16 per cent of the bankers 
said “under 20 per cent;” 44 per 
cent said “20 to 30 per cent,” 31 
per cent said “30 to 40 per cent” 
and 6 per cent of the bankers said 
over 40 per cent of their assets are 
in U. S. government securities. 


Other Trends 


The bankers were also queried 
about the outlook for bank deposits, 
loan demand, real estate mortgage 
demand and interest rates in their 
respective areas during the remain- 
ing months of 1961. 

Regarding the bank deposit trend, 
51.5 per cent said “higher,” 41.5 
per cent said “steady” and 7 per 
cent said no change was foreseen in 
deposit trends during the rest of 
the year in their areas. 

Loan demand during the remain- 
der of the year was expected to be 
“higher” in the areas served by 31 
per cent of the bankers; “steady” 
in the areas served by 65 per cent 
and “lower” in the areas of the re- 
maining 4 per cent. 


Interest Rates Steady 


By far the largest majority of 
the bankers—91 per cent—said in- 
terest rates would remain steady in 
their respective areas during the re- 
mainder of the year. About 9 per 
cent said “higher” and none of the 
bankers predicted lower rates. 

Real estate mortgage demand will 
be “higher,” according to 24 per cent 
of the bankers; “steady,” according 
to 68 per cent and “lower,” in the 
opinion of 8 per cent of the bankers. 
About 92 per cent said mortgage 
interest rates will remain steady 
during the remaining months, 3 per 
cent said “higher” and 5 per cent 
predicted lower rates. 

END 
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North Platte, Nebraska—W. H. 
McDonald, board chairman of Mc- 
Donald State Bank, died here June 
14, his 100th birthday. 

He was born in 1861 on the old 
Oregon Trail in what was then the 
Nebraska Territory, and spent his en- 
tire life in the state. He joined the 
bank in 1878 when it was opened 
as a private bank by his father as 
the Banking House of Charles Mc- 
Donald. 

At that time, the elder Mr. Mc- 
Donald carried his own deposit in- 
surance by keeping an amount of his 
own money equal to the total deposits 
on hand at all times. The bank was 
incorporated in 1902. 

Mr. McDonald, who financed the 


show business career of Colonel W. 


H. “Buffalo Bill” Cody, was a chart-’ 


er member of the Nebraska Bankers 
Association. He helped found the 
group in 1893 and headed its ex- 
ecutive council several years. 

He became president of the bank 
in 1912 and served until 1926 when 
he became chairman. He remained 
active through the intervening years 
and presided at the annual board 
meetings. 

He is survived by a daughter, 
Janet, and a brother, James B. Mc- 
Donald, 92, a director of the bank. 


Winona, Minnesota—S. J. 
Kryzsko, president of Winona Na- 
tional & Savings Bank, has been re- 
appointed to the State College board, 
of which he has been president for 
the past four years. Governor Elmer 
L. Anderson is the third Minnesota 
governor to appoint Mr. Kryzsko to 
the Board. He was first appointed in 
1951 by Governor C. Elmer Anderson 
and later by Governor Orville Free- 
man, 
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Beloit, Wisconsin—Burdette P. 
Eldred, Jr., 64, president of the First 
National Bank and Trust Company, 
died June 25 after he was stricken 
suddenly at his home. 

He joined the bank, which was 
known until recently as the Second 
National Bank, on July 1, 1919. He 
had worked at the bank previously 
during school vacation periods. 

He was elected cashier and director 
in 1924, vice president in 1935 and 
president in 1951 following the 
death of his father, B. P. Eldred. 

During his presidency, the institu- 
tion was rebuilt in its entirety; a 
customer parking space was added; 
a drive-in banking facility was opened 
and expansion of the bank quarters 
was begun. Resources of the bank 
doubled in the last ten years. 

Mr. Eldred was born in Beloit on 
July 2, 1896, and was a graduate of 
Beloit College. 

Survivors include his wife; a 
daughter, Mrs. William Bigelow of 
Milwaukee; a son, John Eldred of 
Beloit; a brother, Howard Eldred of 
Beloit and four grandchildren. 





Woodstock, Ilinois—The death 
of James M. Hecht, 89, vice presi- 
dent and director of The State Bank 
of Woodstock, has been reported. 


Mr. Hecht, a retired metallurgist, 
was a former Woodstock alderman 
and former trustee of McHenry Coun- 
ty schools. 

He was born February 28, 1872, 
in Virginia. 

Survivors include his wife, three 
sons, Leslie Hecht of Chicago, Ra- 
phael Hecht of Sterling, Illinois and 
Irwin Hecht, Arlington Heights, II- 
linois; a daughter, Mrs. James H. 
Cooney of Woodstock; seven grand- 
children and four great grandchil- 
dren. 


Brookhaven, Mississippi—sS. EF. 
Babington, president, Brookhaven 
Bank and Trust Company, has been 
appointed to the advisory committee 
of the College of Business Adminis- 
tration, Louisiana State University, 
Baton Rouge, Louisiana. 





STONE SECTION gives a rustic touch to a bank design other- 
wise modern in every way at the new East Bremerton Branch 
of the Kitsap County Bank of Port Orchard, Washington, re- 
sulting in an unusual beauty. An open house was conducted 
recently celebrating completion of the new structure, which 
cost in excess of $80,000. 
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Chicago, Illineis — Maurice M. 
Glatt, executive vice president of 
University Na- 
tional Bank, re- 
ceived the Chi- 
cago Clearing 
House Associa- 
tion top honor 
award at the an- 
nual banquet of 
the Chicago 
Chapter, Ameri- 

MR. GLATT can Institute of 
Banking, recently. Mr. Glatt was the 
honor student of the Standard Cer- 
tificate graduating class. With an av- 
erage over the years of 97.81, Mr. 
Glatt holds the all-time record for the 
19 years that the Chicago Clearing 
House Association has given such 
recognition. 











East Moline, Illinois — Mrs. 
Louise Pletcher, assistant secretary 
of the State Bank of East Moline, has 
become a member of the National 
Association of Bank Women. 


Mineola, New York—The direc- 
tors of The Franklin National Bank 
of Long Island have elected Harold 
V. Gleason and John B. Paddi as 
senior vice presidents. 

Mr. Gleason heads up the bank’s 
business development department and 
has been a vice president at Frank- 
lin for five years. Mr. Paddi has 
joined Franklin to direct consumer 
banking services. He was formerly 
vice president at Manufacturers 
Trust Company. 


WITH CONSIDERABLE FLOURISH, civic officers of Nankin 
Township, Garden City and Livonia, Michigan, joined forces 
recently in the opening of the new Garden City Office of De- 
troit’s Bank of the Commonwealth. From left (above) at the 
ribbon-cutting ceremony are Joseph P. Tattan, supervisor, 
Nankin Township; William W. Brashear, mayor of Livonia; 
Charles Lowe, mayor of Garden City and Howard P. Parshall, 
Bank of the Commonwealth president. The new building 
(below ) is circular in shape, with a large central lobby about 


65 feet in diameter. 
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St. Paul, Minnesota — H. T. 
Drake, member of the board of di- 
rectors of the St. Paul Fire and Ma- 
rine Insurance Company, died June 
24 while he was docking his sail 
boat. 

He had dropped out of a race at 
White Bear Lake, Minnesota, after 
his boat had capsized. The craft had 
been righted and Mr. Drake was 
steering toward dock when he died 
from a heart attack. 

He had been with the St. Paul Com- 
panies for 41 years when he retired 
in 1955. 

e 


Curwensville, Pennsylvania— 
A. W. Straw has been elected presi- 
dent of the Curwensville State Bank, 
replacing Joseph S. Ammerman, whose 
resignation was made necessary by 
his appointment as U. S. Attorney 
for Western Pennsylvania. 

Mr. Straw, promoted from cashier, 
is now in his 14th year at the Cur- 
wensville bank. He began his bank- 
ing career at West Branch Bank & 
Trust Company of Williamsport, 
Pennsylvania, in 1930 and _ later 
served Union National Bank in his 
hometown of Jersey Shore and Clear- 
field Trust Company and People’s 
Bank of Ford City. 

Three other promotions have been 
announced at the bank. They are: 

Mrs. Edith D. Meyer, from assist- 
ant cashier to assistant vice presi- 
dent. 

Raymond C. Bachelier, from as- 
sistant cashier to cashier and secre- 
tary. 

Miss Dorothy E. Miller, from as- 
sistant secretary to assistant cashier 
and assistant secretary. 


Jenkintown, Pennsylvania— 
E. Donald Stuck, vice president and 
trust officer of Jenkintown Bank & 
Trust Company, was a member of 
the faculty of the Trust Training 
School held recently on the campus 
of Bucknell University, Lewisburg, 
Pennsylvania. Mr. Stuck lectured on 
the subject of “Fiduciaries’ Compen- 
sation.” The school is held annually 
under the auspices of the Pennsylva- 
nia Bankers Association to provide 
specialized training for trust depart- 
ment personnel of Pennsylvania 
banks. Mr. Stuck has served on the 
faculty during prior sessions of the 


school. 
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Michigan City, Indiana—Vern- 
on E. Laue has been appointed as- 


sistant cashier of Citizens Bank and 
temporarily assigned to the Rolling 
Prairie Branch, according to Elmer 
W. Heitman, board chairman. Mr. 
Laue, a graduate of the University of 
Wisconsin, was employed as a bank 
examiner for the Federal Deposit In- 
surance Corporation before joining 
Citizens Bank. 


Los Angeles, California—Stan- 
ley M. Stalford, chairman of the 
board of Fidelity Bank, Beverly Hills 
and Los Angeles, is the recipient of 
the 1961 “Caduceus Award,” the 
highest honor that can be bestowed 
by the medical staff of Mount Sinai 
Hospital in Los Angeles. Mr. Stalford 
is a vice president of the combined 
Cedars of Lebanon-Mount Sinai Hos- 
pitals. 


Chicago, Ilinois—Raymond J. 
Spaeth, president of Beverly Bank, 
Chicago, has been elected president of 
the Illiana Bankers Association, suc- 
ceeding Raymond E. Daly, president, 
Gary Trust and Savings Bank, Gary, 
Indiana. 

The Illiana Bankers Association is 
comprised of a selected group of Illi- 
nois and Indiana Bankers. 


Dallas, Texas—Weeden B. Ni- 
chols, vice president and general 
manager of the Republic National 
Bank Building Company, will repre- 
sent Republic Bank in development 
of plans for construction cf a major 
addition to the present bank build- 
ing. The announcement was made 
by James W. Aston, president. 


New York, New York—Trade 
Bank and Trust Company recently 
featured the U. S. Social Security 
program in an exhibit which attracted 
wide public attention and aroused 
a deep interest in the Federal Old Age 
and Survivors Insurance Program. 
Thousands of leaflets issued by the 
Social Security Division ofthe U. S. 
Department of Health, Education and 
Welfare were distributed. 
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Fairmont, Minnesota — Walter 
Norman, cashier at The Fairmont 
National Bank and staff member for 
over 43 years, has retired. 

Mr. Norman joined the bank in 
1918 as assistant cashier and has 
been a member of the board of di- 
rectors since that time. 

John H. Haeckel has been elected 
cashier of the bank, according to Ray 
L. Haeckel, vice president. Mr. Haec- 
kel served with the First National 
Bank of Good Thunder from October, 
1946, to October 1, 1949, when he 
became associated with The Fair- 
mont National Bank. 


Minneapolis, Minnesota—John 
Olin has been elected assistant vice 
president of the Federal Reserve Bank 
of Minneapolis, according to Ather- 
ton Bean, board chairman. He will 
be in charge of the safekeeping, pro- 
tection and purchasing departments 
of the bank. Mr. Olin, who joined 
the bank in 1957, is a graduate of 
Harvard Law School. 





CLASSIFIED ADS 


WE NEED BANKERS 


of all skills and experience for posi- 
tions now available. Write to us for 
details in absolute confidence. BANK 
PERSONNEL CLEARING HOUSE and 


Employment Agency, 503 N. Washing- 
ton, Naperville, Ill. 














JOB OPPORTUNITY 


Wanted, a second man in an $8 mil- 
lion bank located in southern Wiscon- 
sin. Good position for right man. Must 
have banking experience which should 
include all phases of bank operation 
and some experience in loaning and 
administrative work. Please write to 
Box No. 342 giving a resume’ of your 
qualifications and banking experi- 
ence, also stating salary desired. 





ADVERTISING GIVEAWAYS FOCUS 
UNFORGETTABLE ATTENTION 


1000 Dime Banks 7 lines $56.00. 250 
Fine Pens 5 Lines $20.00. Quantity 
Quotations. Samples. Ventola Co. 18 
Tremont St., Boston 8, Mass. 





GRAND OPENING of the new quarters of the Union National 
Bank and Trust Company of Elgin, [linois, was attended by 
more than 5,000 people recently. The bank, organized in 1904, 
previously occupied a building constructed in 1879. The build- 
ing consists of a lower level, the main floor and a balcony. The 
main floor has 12 tellers windows and two walk-up windows in 


the bank vestibule. 
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St. Louis, Missouri—Frank 
O’Riordon, formerly vice president 
of Manchester 
Bank of St. Louis, 
has joined Cass 
Bank & Trust 
Company as a 
vice president, 
Harry C. Hart- 
kopf, Cass Bank 
president, has an- 
nounced. Mr. 


O’Riordon has 





MR. O’RIORDON 
served as president of Associate 
Bankers of St. Louis and St. Louis 
County; the American Institute of 
Banking; Auditors and Comptrollers 
and the Safe Deposit Association of 
St. Louis. 


Coupeville, Washington—Over 
600 persons attended an open house 
recently at the new Whidbey Island 
Bank, Washington’s newest independ- 
ent bank and the first bank to oper- 
ate in Coupeville since 1934. The an- 
nouncement was made by Louis H. 
Goller, president. 

The 28 by 50 foot bank building 
is of frame construction. A trans- 
lucent skylight in the arched, open- 
beam ceiling helps illuminate the in- 
terior. Fixtures are finished in light 
wood tones. Customer parking is 
provided on two sides of the building. 

Contractor for the building con- 
struction was Ralph Ward, mayor 
of Coupeville and chairman of the 
board of the Whidbey Island Bank. 

Other officers are C. S. Churchman, 
vice president, and James K. Jones, 
cashier. 





Luray, Kansas — John A. 
O’Leary, Jr., has been elected presi- 
dent of the Peo- 
ples State Bank 
of Luray, and J. 
A. O’Leary was 
chosen for the 
newly-created of- 
fice of chairman 
of the board. 
Other promo- 
tions at the bank 
include the fol- 





MR. O’LEARY 


lowing: 

Joe Novotny, cashier, has been giv- 
en the additional title of vice. presi- 
dent. 

Mrs. Ethel Bender and Miss Eva 
Jean Schurr, bookkeepers and tellers, 
were appointed assistant cashiers. 

Mr. O'Leary, Sr., the new board 
chairman, has been state bank com- 
missioner for over three years, which 
has required him to spend most of 
his time in Topeka. During this peri- 
od, the bank has been operated by 
John A. O'Leary, Jr. 


Harrisburg, Pennsylvania— 
Donald Z. Wade, president of The 
Bank of Matamoras, Pennsylvania, 
has been named president of the 
Pennsylvania Bankers Association. 

He succeeds William A. Huff, Jr., 
president, Hollidaysburg Trust Com- 
pany. 

Other new PBA officers are vice 
president, William A. Lank, presi- 
dent, The Farmers National Bank of 
Bloomsburg and treasurer, Frank G. 
Mattern, vice president, Johnstown 
Bank & Trust Company. 


OLD AND THE NEW are represented in these pictures of The 
Root River State Bank, Chatfield, Minnesota. At left is the 
building which the bank occupied from 1870 until it moved 
into its new quarters (right). Organized in 1856, the bank is 
the third oldest banking institution in Minnesota. Cornerstone 
of the building was laid November 25, marking the 104th an-_ 
niversary of the bank’s founding. Books, brochures and a 
letter from the bank’s present staff were sealed within a stain- 
less box placed inside the cornerstone. The bank moved into its 


new quarters recently. 
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Chicago, Illinois—John Peter 
Trenholm has been appointed assist- 

| ant vice president 
in charge of the 
securities re- 
search division at 
the American Na- 
tional Bank and 
Trust Company 
of Chicago, 
Board Chairman 
LawrenceF. 
Stern has an- 


MR. TRENHOLM 
nounced. A graduate of Yale Uni- 
versity, Mr. Trenholm joined Esta- 
brook and Company of Boston, Mas- 


sachusetts, investment bankers, in 
1951. With the exception of a tour 
of duty in the U. S. Army, he re- | 
mained with the firm as a securities 
analyst until leaving this year to 
join American National. 


Duluth, Minnesota—Final con- 
tracts have been signed for construc- 
tion of the new Northwestern Bank 
of Commerce building, according to 
Fred C. Lewis, president. 

The new two-story bank building 
will provide 22,000 square feet of 
space, which will be solely occupied 
by Northwestern Bank of Commerce. 

The building is located in the 
heart of downtown Duluth. It will in- 
crease the work space of the bank 
to four times that of the present 
quarters, Mr. Lewis said. 


Watertown, Wisconsin—Gerald 

E. Flynn, former FDIC examiner, 
has been elected a director, vice 
president and cashier of the Bank of 
Watertown. He succeeds Lawrence 
J. Lange, who expects to retire this 
fall. 
. Prior to his work as an FDIC field 
examiner, Mr. Flynn was associated 
with the Farmers and Merchants 
Bank, Kaukauna, Wisconsin. 


Ontario, California — Nelson 
Parker, assistant manager of the 
Chino office of The First National 
Bank of Ontario, has qualified to 
participate in the National Amputee 
Golf Tournament in Spokane, Wash- 
ington in August. He won fourth 
place in the recent Western States 
Amputee Golf Tournament at the 
Scottsdale Country Club in Arizona 
recently. 
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—Photo by Bank Building and Equipment 


NEWLY MODERNIZED home of the Second Na- 
tional Bank in Danville, Illinois, offers eye-pleasing 
appearance and functional planning for maximum 
efficiency. Utilizing brick, plate glass, procelain 
enamel panels and mosaic tile, the building pro- 








vides three drive-up units, a walk-up window and 
off-street parking. Spaciousness and warmth key- 
note the interior. The public lobby has low open 
tellers stations of rich wood, acoustical ceilings, 
recessed lighting panels, distinctive suspended 
light fixtures and custom-styled furnishings. 








NABAC’S AUTOMATION SLEUTHS (Continued from page 16) 


letins are currently in the mill, in- 
cluding about 10 on specific pieces 
of data processing equipment and 
others on joint processing oper- 
ations and account numbering. Fu- 
ture plans call for coverage of prac- 
tically every area of the operations 
field. 

A new service of the Research In- 
stitute is its automation seminars, 
the first of which was conducted re- 
cently in Chicago. 


Institute Beginnings 


Such services have become pos- 
sible because of a series of events 
that started in 1957. NABAC’s exec- 
utive director, Dr. F. Byers Miller, 
wondered if NABAC should begin 
doing some basic research in the 
science and art of banking, partic- 
ularly in view of the accelerated in- 
terest in automation. 

A banker’s only sources of in- 
formation about automation at the 
time were other banks, bankers as- 
sociations and the equipment sales- 
men, who have done a tremendous 
job, says Harold Roach, “but let’s 
face it—they’re biased.” 

The Armour Foundation was re- 
tained by NABAC to determine 
whether there was a need for full- 
time research in automation. The 
Foundation replied that there def- 
initely was a need, and the NABAC 
Research Institute was organized. 


NABAC solicited’ membership in 
August 1961 


its new organization on the basis 
that research is not something that 
develops overnight. As Research Di- 
rector Richard Byerly puts it: 
“We're based primarily on an ex- 
tremely practical foundation, but a 
research organization must be look- 
ing down the road. If industry 
hadn’t done this, we would still be 
riding horses. It is more economical 
in the long run.” 

And as Dr. Miller, former dean 
of the University of Richmond, Vir- 
ginia, says: “Research breeds re- 
search.” 

‘Serendipity’ 

There was another advantage to 
organizing such a research group— 
an advantage that appears imprac- 
tical on the surface but is vitally im- 
portant to progress. This factor is 
the possibility of making discoveries 
through the byproducts of research 
—discoveries that are incidental to 
the work at hand but which may re- 
sult in the most important scientific 
breakthroughs. 

Over 200 years ago, Horace Wal- 
pole coined a word that adequately 
describes this principle. 

The word is “serendipity,” which 
Walpole took from an old legend 
about an adventurous trio known as 
the three princes of Serendip. As 
these men traveled, Walpole said, 
“they were always making discov- 
eries, by. accident or sagacity, of 





things they were not in quest of.” 

It was “serendipity” that uncov- 
ered the transistor, penicillin, insul- 
in, the X-ray, the telephone and the 
principle of the photoelectric cell, 
to name a few. 

And it is for these reasons that 
while the Research Institute sets the 
most practical course possible for its 
work, it has a healthy respect for 
what it may unearth through ser- 
endipity. 

For example, when the Institute 
was making its study of perform- 
ance standards, which included a 
time study, an intriguing side issue 
developed. 

Would it be possible to program 
a computer to behave like the cus- 
tomers in a bank, thus determining 
without complicated and _time-con- 
suming experimentation in the bank 
the most efficient way to utilize per- 
sonnel and equipment? 

The root of the problem was that 
the daily influx of customers in a 
bank and the services they demand 
do not follow a predictable pattern. 
A teller may be rushed at one period 
and idle another, or spend less than 
a minute with one customer and 15 
with another. The effect of this un- 
even pattern is felt throughout the 
bank. 


The use of machines to solve prob- 
lems in which such randomness is 
a factor is not new. Telephone com- 
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panies have been doing this for years 
to determine the amount of equip- 
ment needed to meet the demands of 
its subscribers. Toll road authorities 
have exploited it to determine the 
number of toll stations that must 
be manned to meet given traffic con- 
ditions. It has also been used by 
airlines, railroads, the military and 
trucking firms. 

But it had never been adapted to 
the analysis of banking operations 
because of the absence of some basic 
information, primarily performance 
standards. With the development of 
industry-wide standards by the In- 
stitute, the use of the concept now 
became possible, and the researchers 
went to work. 

On May 6, 1960, the Research In- 
stitute’s trustees witnessed the first 
use of a mathematical model in the 
study of bank operations. 

An electronic computer was pro- 
gramed to perform as if it were a 
portion of a bank—in this instance, 
a group of savings tellers servicing 
the requirements of customers. As 
the “electronic brain” clanked away, 
“customers” came and went at ran- 
dom intervals and demanded serv- 
ices in as broad and unpredictable 
a range as would be found under 
actual banking conditions. 

“The computer in effect ‘rolled 
dice’ to determine when the random 
arrivals of customers would occur,” 
said Richard Byerly. “This process, 
called ‘Monte Carlo,’ is the key to 
analyzing situations of this type, 
where random behavior is part of 
the problem.” 

This pioneering effort now makes 
possible the use of computers to pre- 
dict with a high degree of accuracy 
what the needs of today and to- 
morrow will be for a bank before 
these needs become history, Mr. By- 
erly explained. 

“This will not be done the day 
after tomorrow,” Mr. Byerly said. 
But it is a fascinating example of 


“serendipity” at NABAC. 
Field Studies 


After the Armour Foundation 
made its recommendation that basic 
research in bank automation was 
needed, it was engaged to actually 
make the first study. By the time 
this was concluded, the NABAC Re- 
search Institute was staffed and 
ready to do its own field work. The 
Institute still has provisions for re- 
taining outside research people, but 
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it prefers to make its own field 
studies. 

Through these field studies the In- 
stitute accumulates most of the in- 
formation that goes into its research 
reports, and gains the special knowl- 
edge required to counsel bankers 
on improving their operations. 

So far, no formal, full-scale re- 
ports have been issued on automated 
systems, although Institute staff 
members have visited all the instal- 
lations that have been placed in op- 
eration so far. The field studies 
to date have been on standards. 

The reason for this is simply that 
not enough banks have become auto- 
mated to make full blown field 
studies feasible. 

When the time comes to make 
such studies, the Institute staff mem- 
bers will enter upon an intensive 
scientific hunting expedition to 
bring back information about auto- 
mated systems, their operation, their 
merits, their drawbacks, their prob- 
lems and their relative significance 
to all sizes of banks. 


Two Categories 


It is at this point that a gnawing 
question about the Institute begins 
to make us fret. How, we may ask, 
can this one source of information 
be of practical aid to bankers when 
its topic of study involves two fields 
that are at opposite poles—the pre- 
cise world of electronics and the 
subjective world of finance? 

The answer lies in the Institute’s 
employment of personnel in two dif- 
ferent categories—technical special- 
ists and bankers—and then erasing 
the lines that exist between them 
as rapidly as possible. This is done 
by making electronics experts out 
of bankers and bankers out of the 
technical specialists. 

For example, Research Director 
Byerly is an authority and pioneer 
in electronic data processing and op- 
erations research. Prior to joining 
the Research Institute, he was re- 
search director for Greyhound Corp- 
oration, were he was responsible for 
the development and installation of 
modern management methods, in- 
cluding all aspects of automation. 

He has served as manager in 
charge of electronics and operations 
research for Peat, Marwick & Com- 
pany and as a consultant for Alex- 
ander Grant and Company. 

Assistant Director Roach is a 
banker of nearly 20 years experi- 


ence, who keeps the technical peo- 
ple “out of left field,” as Mr. By- 
erly says. 

Mr. Roach got his start in bank- 
ing in 1929 at Commerce Trust Com- 
pany in Kansas City, Missouri, 
where he served until 1946. After 
World War II, when National Cash 
Register Company was putting to- 
gether a new sales force, Mr. Roach 
joined the company as a represent- 
ative of the banking industry. He 
spent much of his time in the field 
talking to bankers and laying the 
groundwork for the advent of the 
tronics. 

In 1958 he came to the NABAC 
Research Institute, where his job 
is to convey in language meaningful 
to bankers the results of the In- 
stitute’s research. At the time, he 
was the only Research Institute 
member who actually had been a 
banker, and he recommended proj- 
ects that needed to be undertaken. 

Mr. Roach works on compiling 
data into useful information, helps 
in the counselling program and 
writes most of the reports for the 
Institute. 


Other Staffers 


Another Institute staffer who was 
brought up on the banking side is 
Donald Weber, who has served in 
the supervisory departments of 
banks. He understudies both Mr. 
Roach and Robert Long, the In- 
stitute’s electronic research special- 
ist. 

Besides Mr. Long, whom Mr. By- 
erly describes as a “walking ency- 
clopedia of electronics,” the techni- 
cal people in the Institute include 
Dick Wallace, a methods analyst; 
Dan Momjian, industrial engineer 
and mathematician; Dennis O’Mally, 
a mathematician who is also an art- 
ist and Mrs. Sylvia Oses, a statis- 
tician. 

Rounding out the 11-member staff 
are the secretaries and stenographers. 

The Research Institute is guided 
by a board of trustees comprised 
of 13 bankers and NABAC Exec- 
utive Director Miller. Board Chair- 
man is Arthur C. Suhrbier, auditor 
at Continental Illinois National Bank 
and Trust Company of Chicago. 

The Research Institute’s present 
membership is about 800, of which 
approximately 330 are members of 
»The Independent Bankers Associa- 
tion. The Institute’s fondest hope at 
the moment is to establish a broader 
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base of membership. It is particularly 
interested now in reaching the small- 
er banks, Mr. Byerly said. 


Again, the Question 


Now that we’ve explored the op- 
erations of the NABAC Research In- 
stitute, let’s return to that plaguing 
question, “What does the Institute 
see as the future of the small bank 
in the age of automation?” 

According to Harold Roach, the 
small banks that are fearing the 
competitive effects of automation 
“are anticipating too much too 
soon.” 

“Very few banks at present have 
automation,” Mr Roach said. “It has 
taken these banks five years to get 
it. Automation is coming faster now, 
but it takes a minimum of 18 months 
to get the program rolling. In most 
cases, the automated banks will start 
with conventional operations before 
going into special services.” 

Mr. Roach says any bank can be 
safe for the next five years, but 
adds that the long range outlook 
causes the greatest anxiety, “and 
for good reason.” 

Does this mean that the small 
banks will wither up or be forced 
to merge? 

“T don’t think so,” Mr. Roach says. 
“First, time is in their favor. The 
cost of acquisition and installation 
of large automated systems is as- 
tronomical. 

“In the meanwhile, as the manu- 
facturers of automated equipment 
gain more experience and produc- 
tion volume, prices should decline 
making automation more feasible 
for an increasing number of banks. 

“Equipment manufacturers are 
now going after the big banks, be- 
cause that’s where the big money is. 
But I think these people will not 
overlook the vast market of small 
banks. The tronic machines are a 
step in that direction.” 

He pointed out that of the 13,500 
commercial banks in the country, 
11,392 have deposits of less than 
$10 million. 

“Yet it appears that the electronic 
equipment necessary for full scale 
automation at its present cost is con- 
sidered economical in less than 1,000 
of the country’s largest banks.” 

It thus seems that while the small 
bank will have its place in the age 
of automation, the picture at the 
moment is cloudy. What, then, can 
the small bank be doing now to 
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MAXIMUM FLEXIBILITY is provided in the teller counter at 
the new Methuen Branch of Arlington Trust Company of 
Lawrence, Massachusetts. The counter was first designed to 
eliminate the usual glass screen to emphasize the “family” 
atmosphere of the bank. Thirty feet of teller counter space is 
provided along with mobile cash units and movable deal plates 
which can be removed from the counter when the teller closes 
his station. The mobility of each teller allows the bank to ex- 
pand its counter, space to utilize seven tellers during peak 
business hours. The system also locates three tellers strategical- 
ly during less busy times so that the counter still gives the 
appearance of being adequately manned. 





pave the way for its role in the 
future? 

Mr. Roach lists the following rec- 
ommendations for the small bank: 

1. Clean up your own shop—get 
maximum efficiency out of present 
equipment and personnel. If you go 
into automation, you will have to 
do this anyway. If you do this now, 
it can mean considerable savings 
later on. 

2. Imprint MICR transit symbols 
on your checks now. Even though 
your bank may not use the common 
language internally for years to 
come, if ever, it will benefit in- 
directly through its use by its cor- 
respondent banks and the Federal 
Reserve System. 

3. Designate a committee in the 
bank to keep abreast of what is going 
on in automation. Never in banking 
history have changes in methods and 
procedures and equipment devel- 
oped so rapidly. There is an in- 
creasing growth of local area groups 
of small banks that are forming 
committees just for the purpose of 
exchanging ideas and information 
on automation. This is good be- 
cause it is almost impossible for one 
person to keep abreast of all of 


the new developments occurring 
from day to day. 

As far as hardware is concerned, 
the Institute says there just isn’t any- 
thing on the market at the present 
time to do much good for small 
bankers in the way of full-scale auto- 
mation. By “full-scale,” the Institute 
refers to a system utilizing some 
type of computer with an electronic 
sorter-reader. 

Regarding the tronics—the “semi- 
automated” equipment—Mr. Roach 
inserts some “ifs.” He points out 
that error protection, which is one 
of the chief advantages of the tronic 
machines, can be accomplished with 
a conventional machine by using a 
scrambled balance figure. 

In considering purchasing one of 
the tronics, Mr. Roach said, the bank- 
er should consider whether the sav- 
ing in time that is made possible 
by the machine is worth more than 
the extra cost of the equipment. If 
so, then the purchase of tronics 
would be profitable. Otherwise, it 
probably wouldn’t pay. 

The Research Institute will help 
a member banker make this decision, 
Mr. Roach said. 

“There are two schools of thought 
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on the subject of equipment,” he 
said. “One says, ‘sit back—let the 
others do the pioneering.’ The other 
says, ‘If what is available now will 
accomplish savings, why not?” 

The question of hardware also 
hinges on the condition of a bank’s 
equipment. If present equipment is 
fairly new, the banker probably has 
no need to change. If it is old, 
then he must act now. 

Mr. Roach added that the tronics, 
first installed by banks in 1957, 
have become very popular among 
banks of all sizes. A minority of 
banks are buying conventional 
equipment today, he said. 

Account Numbering 

Further caution is urged upon 
smaller banks by the Institute in 
the area of account numbering. Rich- 
ard Byerly said he does not feel 
the numbering of accounts urgent 
although it may be practical to do 
so. 

“Imprinting the account number 
field serves only your own purpose” 
he said. “If it does not serve a real 
and valid purpose, why number ac- 
counts until this purpose becomes 
clear?” 

He said many people feel that 
account numbering is the first step 
toward automation. 

“No one disagrees with this state- 
ment,” Mr. Byerly said. “But if the 
second step is ten years away, don’t 
take the first step until you know 
which way you're going. If only ex- 
pense is involved with no compen- 
sating savings, why not develop a 
numbering scheme, put it in your 
desk drawer until your future is 
more clearly defined. You're ready. 
If technological changes occur mean- 
while, you can change your number- 
ing scheme accordingly. 

“Certainly, you may decide to 
number accounts when you imprint 
the transit field, but it is a matter of 
choice rather than of necessity.” 

Joint Processing 

If the burden of automation ap- 
pears too great for your bank at 
present, is there another way to re- 
ceive its benefits? 

Mr. Roach said today’s thinking 
about the small bank’s part in auto- 
mation leans to group processing, 
service bureaus or correspondent 
banks. 

“All of these involve a great many 
complications,” Mr. Roach said, 
“such as, ‘how much control?’ and 


Page 36 


‘where will the records be kept?’” 

The IBA’s Bank Study Commit- 
tee Chairman, Mr. Kirchner, has 
pointed out another problem: 

“Should small banks turn gen- 
erally toward the large correspond- 
ent bank or banking system to do 
their service work, they will, in ef- 
fect, be knocking at the door re- 
questing to become part of branch 
systems of the bank doing the serv- 
ice. 

Richard Byerly said interest in 
joint processing, in which groups of 
banks join in the purchase and use of 
equipment, seems to be one move- 
ment that is gaining in strength 
among smaller banks today. The In- 
stitute is receiving inquiries in a 
steady stream from groups of banks 
—usually small or medium-sized— 
soliciting information about how to 
get started with investigations of 
joint processing and what to inves- 
tigate. 

He said a group of banks banded 
together “may create an activity of 
sufficient. aggregate size to warrant 
the consideration of different hard- 
ware than any one of the individual 
banks.” 

He added that it is not essential 
to limit your examination to exten- 
sive and expensive electronic sys- 
tems. Several small banks in Mich- 
igan have a successful joint proc- 
essing organization using tronics as 
their basic hardware. 


Automation a Slave 


But in any consideration of hard- 
ware, Mr Byerly said, it should be 
remembered that automation is the 
slave, not the master. 

“It is an instrument to be used 
to accomplish better operating re- 
sults, and no more. It is only one 
instrument and we use it where it is 
appropriate, productive, or advan- 
tageous, and not otherwise. What we 
choose, then, by way of hardware, 
is forever secondary to the principal 
goal we are striving to attain—bet- 
ter operating results in our individ- 
ual banks.” 

He said that wherever you see a 
system of any kind working well, 
back of it you will find people, 
and not just good hardware. 

“Don’t forget the people in your 
review of hardware,” he said, “for 
the system won’t work without the 
diljgent and intelligent planners.” 

After three years of meticulous 
probing into the field of automation, 


the Research Institute’s advice can 
probably be catalogued under two 
headings: “Caution” and “educa- 
tion.” 

Mr. Byerly said advising caution 
does not imply opposition to auto- 
mation. It is simply the Institute’s 
way of urging that decisions be made 
only after careful thought and in- 
vestigation. 

There is the story about several 
banks that were stricken with auto- 
mation fever during the early days 
of MICR. In their excitement, they 
printed the MICR characters in non- 
magnetic ink so that their customers 
would become familiarized with 
them, which was probably a fine 
idea, in principle. 

However, since it is impossible to 
differentiate visually between the 
bogus MICR characters and the real 
ones, the presence of checks with 
non-magnetic characters could mean 
additional problems for these banks 
when and if they begin using sorter- 
readers. 

Thus, Mr. Byerly said the urging 
of caution is “more a matter of ‘look 
before you leap’ rather than pro- 
hibition against leaping.” 

Which leads us to that other big 
word at the Institute—“education.” 

The Research Institute’s interest 
in this word is obvious. In effect, 
the Institute is an educational or- 
ganization. Its purpose is to help 
bankers run more profitable banks. 

But the small bank is today faced 
with a more fundamental challenge 
than that of merely making deci- 
sions about hardware. 

The dawn of automation has 
brought with it a change in the re- 
lationship between the large bank 
and the small, Harold Roach points 
out. 

“Formerly,” he said, “what was 
good for big banks was good for 
the small. Today, this is reversed. The 
small bank must ask, ‘What’s in it 
for me, as a small bank? Will small 
banks cease to exist?’ ” 

In the final analysis, the answer 
must come from the small banker, 
himself. Only he can decide the 
course his bank will take in pre- 
paring for this new wave of the 
future. Before he can make such de- 
cisions, he will have to make a 
thorough investigation of the new 
field and obtain the best advice he 
can get. 

END 
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te DETROIT, MICHIGAN 
+ Member 
em 
+ Member Federal Deposit 
& Federal Reserve iene 
& System Corporation 
be 
ECONOMIA 
Statement of Condition, June 30, 1961 
RESOURCES 
Cash on Hand, Due from Other Banks $ 41,089,899.93 
United States Govt. Obligations..... 136,623,7 18.84 
Total Cash and Govt. Obligations $177,713,618.77 
State and Municipal Bonds...... ° 25,040,955.67 
Other Bonds and Securities....... 447 ,030.02 
Stock of Federal Reserve Bank.... 540,000.00 
Coleen LeGns coos. cnccicccvcccs 94,570,380.85 
Other Loans to Individuals and Firms 41,080,502.01 
Real Estate Loans (F.H.A. Title No. 2) 27,801,779.18 
Other Real Estate Loans............ 11,249,397.55 
Total Loans and Discounts........ 174,702,059.59 
Banking Premises..............00. 3,613,402.46 
Furniture and Fixtures.............. 955,279.36 4,568,681.82 
CUNO MAGGIE: 6 ivik dices ccrcvccessus 2,310,063.46 
TOTAL RESOURCES........ccece $385,322,409.33 
LIABILITIES 
Deposits.......... ceeweenineeedios $351,388,464.63 
Ctlvey LIRIINOS 6.5 oc cc cicceccccccce 8,061,134.36 
CN Fae x vk cnccdcccsdatars $9,000,000.00 
PRs a iwbka s Kbereones ovccccces 9,000,000.00 
Undivided Profits. .............0005 5,706,859.19 
Reserve for Contingencies.......... 2,165,951.15 
Total Capital Account............ 25,872,810.34 
TOTAL LIABILITIES.............. $385,322,409.33 








$10,369,894.00 Book Value Assets pledged or assigned to secure liabilities and for other 
purposes including deposits of the State of Michigan in the amount of $2,104,759.18. 
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THE C£halional 310 
COMPUTER SYSTEM! 


AN ELECTRONIC “GIANT” 
in a desk-size package! 


The National 310 Computer ... pro- 
viding hard-copy records all the way 
... is the ideal electronic “link” from 
proof through programmed transit 
sort-listing and through fully auto- 
mated account posting. 

It becomes the flexible “Master Con- 


trol Center” for your bank automa- 
tion system. 





Exclusively programmed for MICR, 
the CHationat” 310 Computer: 


1— Utilizes the full capabilities of the Magnetic sorter 
... through block (whole) number recognition; 


2—Provides hard-copy transit listing through on-line 
printing control; 


3—Controls preparation of punched paper tape for 
electronically controlled one run posting by Na- 
tional Automated POST-TRONIC* machines. 


Learn why the National 310 System is a practical, economical 


computer investment for your bank. Call your nearby National 
office, or write the National EDP Sales Division, Watton 


ELECTRONIC DATA PROCESSING 


THE WATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio ee eee’ 


1039 OFFICES IN 121 COUNTRIES © 77 YEARS OF HELPING BUSINESS SAVE MONEY 


ACCOUNTING MACHINES +NCR PAPER 





